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SIXTH REPORT 

THE POST OFFICE 

The Trade and Industry Committee has agreed to the following report: 

Introduction 

1. In April 1982 the then Industry and Trade Committee published a report on the Post Office in 
the wake of the splitting of the Corporation’s telecommunications and post business by the British 
Telecommunications Act 198 1 . Since then, the Committee has closely monitored the progress of 
the Post Office, with evidence sessions almost every year with its management, and often with its 
unions and National Federation of Sub-Postmasters as well. They have also on occasion taken 
evidence from Ministers and officials. We are grateful to all of our witnesses for their help in all of 
these sessions.' 

2. Since 1982, the Post Office has gone through a period ofconsiderable change. In October 1987 
the corporation undertook a reorganisation of its activities into separate businesses: Royal Mail 
Letters, Royal Mail Parcels, and Post Office Counters Ltd.^ It has taken other actions as well, such 
as the introduction of Community Offices, which will do much to change the Post Office network. 
Girobank pic, which had from its beginning operated as a separate business, is now to be sold; in 
June 1988, the Government announced its intention to privatise the bank by tender. Also in June 
1988, the Monopolies and Mergers Commission published a report on Post Office Counters 
Services at Crown offices which if implemented will have a substantial effect on the Crown Office 
network throughout the country.^ 

3. In view of these changes, both in the past and to come, the Committee has decided again to 
report its views on some of the important issues that currently face the Post Office Group, and the 
conclusions that it has drawn from the evidence it has collected over the years. In doing so, we have 
been ably assisted, as on many previous occasions, by Professor Garel Rhys OBE of Cardiff 
Business School. 

Government Targets and the Post Ofhce 

4. The Government’s control and monitoring of the Post Office is carried out principally by two 
branches of the Telecommunications and Post Division of the DTI, although staff in the 
Department’s central finance and general policy divisions may at times be involved. The staff of the 
branches in March 1988, included only three of Grade 7 or above who worked full-time on the Post 
Office or spent more than 90 per cent, of their time on it.*' The Government set three types of 
financial targets for the Group after consulation with the Post Office. They are set for the group’s 
operating profit, its External Financing Limit (EFL), and its Real Unit Costs (RUC). [See Tables 
A and B] The first two of these are set annually; the last is set for cumulative performance over a 
three-year period. 



'Session 1981-2 — Fifth Report from the Industry and Trade Committee: The Post Office HC 343, 24I-i-iv. 

Session 1981-2— Eighth Report from the Industry and Trade Committee: The Post Office (Observations of the Post Office and 
Letter and Memorandum from the Minister of State for Industry) HC 5S4. 

Session 1982-3 — Minutes of Evidence: The Post Office 4 May 1983 HC 366-i. 

Session 1983-4 — Minutes of Evidence: The Post Office 25 July 1984 HC600. 

Session 1984-5 — Minutes of Evidence: The Post Office 17 July 1985 HC532. 

Session 1985-6 — Minutes of Evidence; The Post Office 2 and 9 July 1986 HC 503. 

Session 1987-8— Minutes of Evidence: The Post Office 20, 27 January, 17 February 1988 HC 273-i, ii & ni. 

Session 1987-8 — Minutes of Evidence: Girobank 21, 27 July 1988 HC 632 — i & it. 

Session 1988-9 — Minutes of Evidence: The Privatisation of Girobank 1 March HC 132-i. 

^Evidence, July 1986. Q.95, Sir Ronald Dearing. 

’Post Office Counters Services at Crown Offices, 23 June 1988 Cm. 398. 

^Evidence 17 February 1988, pp. 95-6. 
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5. The first of these targets, for the group’s operating profit, is set differently for Posts (Royal 
Mail Letters, Royal Mail Parcels and Post Office Counters Ltd) and for Girobank. Girobank’s 
profit target is set as an average annual return on mean net assets before interest charges; the profit 
targets for Posts are expressed as the return on turnover before interest and taxation. In every year 
since 1981-82 the Post Office has exceeded its target profit except in 1986-87 and 1988-89.^ The Post 
Office has argued for some time for a different financial regime, “a regime that had a return on 
capital employed for the total Post Office, with the Board’s ability to devote that to the individual 
business”.® A profit target expressed in terms of return on capital employed rather than turnover 
(a common method in many companies) would encourage the Post Office to look more critically at 
its asset base. 

6. In setting the External Financing Limit the Government regulates— as it does with all 
nationalised industries — the borrowing and expenditure of the Post Office. Since 1981-82, and for 
a number of years before it, the Post Office has had a negative EFL, and has therefore been making 
payments to the Government in each year of its trading surplus. The EFL bid is calculated by 
taking the group’s operating profit, adding working capital and depreciation for the year and the 
proceeds of any asset sales that there may be, and then deducting its capital requirements.'^ In 
practice, the Post Office normally has a negative EFL, because the profit, with these adjustments, 
exceeds the capital requirements. The Post Office and the DTI discuss the expected profit and the 
capital requirements. Then DTI Ministers discuss with their Treasury colleagues in the annual 
public expenditure round what the actual EFL should be.® The Post Office’s negative EFL (and any 
money over and above it) is then used mainly for investments in the public sector (some of it in 
Government stock) which the Post Office continues to hold and from which investment it continues 
to draw interest.® In some years, part of it has also been used to pay off a long-term debt to the 
Government.'® 

7. In 1982 the Commitee criticised the application of negative External Financing Limits as not 
appropriate to the Post Office, and recommended that the Government should cease applying them 
to the Post Office. It recognised how the negative EFL was both a crude and indiscriminate method 
of financial control, and that it had had the effect of delaying and limiting the Post Office’s 
investment programme." In 1983 the Post Office argued again that it was a severe constraint on its 
investment;'^ and in 1985 the Chairman told the Committee that the External Financing Limit for 
that year was “a high one”'^ On the completion of the mechanisation programme in the mid 1980s 
the Government “exerted a steady downward pressure on spending in the later years of each public 
expenditure review, which reduced the Post Office’s expectation of success in securing capital”. '^In 
January 1988, however, the Chairman told us, “in only one year in the last ten years has the 
imposition of a negative EFL affected our capital investment by causing it to be diminished and 
that was in 1 985-86”,'® and Mr Kenneth Clarke MP, the then Minister of Trade and Industry, said 
that for two years in a row the DTI and Treasury had been able to accept the Post Office’s bid for 
its capital requirements. This year, the vice-chairman, in telling us of the Board’s plans for the 
“largest investment programme in the history of the Post Office with a plan for the next five years” 
of £1,300 million, said “we certainly do not anticipate any difficulty in getting support for that.”'’ 
At a time of expanding business and growing profits, the negative EFL seems no longer to be 
constraining the Post Office’s investment, although it remains a potential constraint. As Mr 
Williamson, the Managing Director of Girobank, said when talking about Girobank’s need for 
capital for its growing lending book and investments in infrastructure, “whether we would get all 
we need were we to stay in the public sector, I have to say I doubt it”.'® 



*Fifth Report, 1981-82, paras 13-14; Post Office Report and accounts 1988-89, p. 47. 

^Evidence, 27 January 1988, Q. 166, Sir Bryan Nicholson. 

’Evidence, 27 January 1988, Q. 171, Sir Bryan Nicholson. 

‘Evidence, 17 February 1988, Q. 291. 292 Mr Kenneth Clarke. 

Hn March 1989, £414.3 m comprising working capital, accumulated surplus EFL and agents funds was invested in gilt-edged 
stock (£197.7 m), the National Loans Fund (£87.9 m). investments with other nationalised industries/public corporations 
(£76.5 m), Local Authorities (£52.2 m) These investments are low risk and the rate of return (10-12%) reflects this. 
’’Evidence, 4 May 1983, Q. 9-12 Mr Ron Dearing. 

"Fifth Report, 1981-82, paras 13-21. 

'’Evidence, 4 May 1983, Q. 13,95 Mr Ron Dearing. 

'’Evidence, 17 July 1985, Q.40 Sir Ron Dearing. 

'^Evidence, 27 January 1988, P. 48, The Post Office. 

'’Evidence, 27 January 1988 Q. 170, Sir Bryan Nicholson. 

’’Evidence. 17 February 1988 Q. 293, 294, Mr Clarke. 

”Q. 38, 39 Mr Young— also Q. 95,97. 

'“Evidence, 27 July 1988 Q. 1 55 Mr Williamson. 
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8. The Committee accepts that any business, be it in the public or private sector, is required to 
pay a return to its investors, and it recognises that there would be substantial public expenditure 
implications should “some particular nationalised industry [decide] to go and embark on huge 
capital expenditure without proper analysis of the likely return from it, and regardless of the effect 
on public sector spending overall”. ’’Nevertheless, the negative EFL remains a very crude device 
for achieving that control, and allows the Post Office little flexibility. As Sir Bryan Nicholson, the 
Post OfiBce’s Chairman, pointed out, “it does take a significant amount of Lime to put any 
investment proposal through the system; it has to go through the DTI and the Treasury, and as 
compared with the private sector there is a significant time delay”. The problem, he told us was of 
“access to the hard cash in the quantities needed readily and quickly.”-® We also heard that the 
negative EFL gives little incentive to the Post Office to make more effective use of its resources as 
it is unable to retain any saving. The system of External Finance Limits clearly imposes 
constraints, if not always on a public sector organisation’s ability to invest, then certainly on the 
freedom and speed with which it can make important decisions on how to run the business. 
Furthermore, even if the current programme of capital expenditure is not at the moment 
constrained by the Goverrunent’s control over it through the EFL round, the Post Office may in 
the future find its capital spending squeezed again (as it was in 
1985-86). We note that there is considerable speculation about whether the rest of the Post Office 
will soon follow Girobank into the private sector. But we also note the other means of freeing 
nationalised industries from the straightjacket of civil service control that have been suggested in a 
report by the Hundred Group (comprising senior finance directors of major companies), in 
particular by setting up the company with a proper debt/equity structure in which the sponsoring 
department could be a sole or a majority shareholder. Such a structure might mean that the 
industries no longer had an implicit government guarantee for all its borrowing; and if the Post 
Office’s system of finance was reorganised, it could be excluded from public spending calculations.^ 
We recommend that the Government in considering the long-term future of the Post Office, examines 
the possibility of changing its capital structure to allow it more freedom in its investment decisions 
while retaining government control, in particular, by setting it up with a proper debt/equity structure 
in which the sponsoring department could be the sole or major shareholder. We recommend that, in the 
shorter term, the Post Office should have freedom to invest the surplus represented by the EFL in 
private sector investments. 

9. The third of the Post Office’s targets is for a reduction in its Real Unit Costs. This target was 
introduced in 1978 to substitute for market forces in a business with substantial monopoly power 
as a means of raising efficiency. Under this regime, the Post Office has managed considerable 
savings. It is estimated that in the past seven years, savings of £516 million at current costs have 
been achieved in this way^^. The Post Office now argues, however, that the target has “outlived its 
usefulness”. The scope of the letter monopoly has been reduced; Parcels operates in a highly 
competitive market and Counters is subject to severe countervailing pressure from its major 
government clients. The Board argues that now that the main possible savings have been made, the 
Real Unit Cost target is inhibiting useful expenditure.^^ Indeed, it may be reducing the Board’s 
ability to make essential and overdue improvements in its quality of service. Clearly, the Post Office 
remains enough of a monopoly to make some constraint on its prices essential and some method 
of encouraging efficiency necessary, but the Real Unit Cost Target is in need of reconsideration. 
We recommend that the Government should investigate the use of more relevant control mechanisms 
for the Post Office than the Real Unit Cost Target. 

Quality of Service 

10. In recent years, much concern has been expressed, by the Post Office Users’ National Council, 
by the Mail Users’ Association and Association of Mail Order Publishers, and by the general 
public, over the standard of service provided by Royal Mail Letters, in particular. We have on 
numerous occasions pressed the Board of the Post Office on its quality of service. We welcome the 
fact that the Post Office has now published its statistics on the quality of the letters service based on 
the time taken for a letter to travel from post-box to delivery to the door, and that these have been 



'’Evidence. 17 February 1988, Q. 295 Mr Clarke, 

"Evidence, 27 July 1988Q, 156, 157 Sir Bryan Nicholson, 

Evidence, 27 January 1988 Q. 178 Sir Bryan Nicholson. 

I 989 " Slate-owned Industries and the Regulation of Public Utilities, Report by the Hundred Group. October 

" Report and accounts 1988-89 p. 5. 

5* Evidence. 27 January 1988. p. 45 para, 1.5; Q. 167 Sir Bryan Nicholson. 
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broken down by district and into three types of destination. These certainly reveal much more 
accurately than before the consumers' experience of the Letters service. It also reflects, however 
the inadequacy of the current service. Only 64 per cent of first class mail posted within the Redhill 
district, for example, reached a destination within the same district by the next day; only 54 per cent 
reached distant districts within the same period. These figures discount the effect of the national 
postal strike in September 1988.“ In many recent years, the Post Office has failed to meet their 
targets on quality of service.^* 



Table C: Quality of the Letitrs Service by District 



Table C: percenta^ of firel class mail delivered the next day 
in same, nei^bouring and distant postal district 



I I Neighbouring di 




Source: PO accounu >98S/89 p49 



^Report and accounts 1988-89 p. 49. 

“Evidence, 4 May 1983, Q. 26MrE>earing; 17 July 1985 Q. 16 Sir Ron Dcaring; 27 January 1988 Q. 174, Sir Bryan Nicholson. 
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11. Customers of the Letters business are not likely to be concerned whether the sender or 
recipient of their letter is in the same, a neighbouring or a distant postal district: they want the letter 
to arrive promptly. Recent figures from a limited survey by the Mail Users Association^^ indicate 
that only 52.42 per cent, of first class mail was delivered the next day after posting. A recent survey 
by the Consumers’ Association^® suggests there has been a decline in the standards of service for 
both local, medium-distance and long-distance first class letters since 1985. The Post Office Users’ 
National Council^^ shows that the Post Office performance towards the target of 90 per cent, first 
class letters delivered the next working day actually deteriorated in 1988/89 compared with 
1987/88, although there was a marked improvement over that period towards the target of 96 per 
cent, of second class letters delivered within three working days. We are alarmed not only by the 
poor quality of service but also by indications that the trend may be for a worse quality of service. 
We accept that some failures in the system — the customer’s own fallibility, and failures in the rail 
network, for example — are beyond the control of the Post Office, and we note the investment that 
the Post Office is making in its own transport which should help to overcome some of these 
problems. We note, too, the efforts the Post Office is making to provide its customers with better 
information about its services, in particular when in the day they should post to achieve a higher 
assurance of next-day service to particular districts.^® We recommend that the Post Office attach 
prime importance to achieving an acceptable standard of first class mail service, in place of its present 
deplorable performance in that crucial field. 

12. We welcome the Post Office’s plans to resume Sunday collections in five letter districts in 
October this year and gradually to expand the programme so that the whole, country would be 
covered by the end of 1990. Progress in implementing it, however, will be much slower than was 
originally envisaged.^' We recommend ffiat the Post Office should regularly publish information on 
progress in implementing the programme of Sunday collection until it is fully in place. 

13. For the sender of the letter, it is important to know whether the letter will have been collected 
by a particular time, We welcome the Post Office’s assurance^^ that “all [letter] boxes which have 
removable tablets will be converted from plastic to metal in a rolling programme starting in 
November 1989 and targeted to finish in March 1990”. This will enable those posting letters to be 
sure whether they have caught a particular post. This does not, however, address the problem of 
letter boxes, often in post offices, which have no place for such removable tablets and from which 
post is collected inside the post office. In such circumtances, the Post Office should take steps to 
display clearly to the sender both the times for collection and some indication as to whether a 
particular post has been collected. 

14. The privatisation of the remaining parts of the Post Office has been much discussed in recent 
years. In 1981 the postal monoploy in respect of time sensitive or valuable mail was suspended, 
subject only to a minimum charge for each item of mail carried of £1 P Private carriers are now well 
established and have been very successful; industrial action within the Post Office has periodically 
considerably increased the traffic of these private carriers. The Government has made it clear that 
in the case of further industrial action it would su.spend the monopoly if the service to the public 
was seriously interrupted.^^ 



Staffing and Industrial Relations 

15. Among the principal causes of the Post Office’s difficulties in raising the quality of its service 
are its staffing and industrial relations problems. In a highly labour-intensive business such as the 
Post Office, which in 1988-89 employed 206,856 people, staffing will always be a major 
preoccupation.^^ Mr Maurice Styles, of the Union of Communication Workers, explained in 1982 
one of the central problems of the Post Office’s staffing is that “in a period of recession such as we 
are currently in the Post Office is fully staffed ... In times when we move out of recession there is 

Users Association Survey 30 June 1989 covering Harlow, Kingston. Milton Keynes, Northampton, Manchester, Hemel 

Hempstead and Liverpool. 

“Which? September 1989. 

“POUNC Annual Report 1988/89 p.22. 

Evidence 9 July 1986 Q 155 Sir Ron Dearing; 26 July 1989 Q 67, 69. 88 Mr Cockbum. 

POUNC Report No 43, Report on Post Office Proposals for Tariff Changes August 1989, paras. 16-17. 

^’Evidence p, 29. 

"Fifth Report, 1981-82, The Post Office, p. 36. 

^Evidence 17 February 1988 Q. 377 Mr Clarke. 

"R,eport and accounts, 1988-89, p. 51. The figure is for the group (including Girobank and Post Office Counters Ltd) and 

includes part-time staff. 
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the tendency for the Post Office not to be able to compete for the labour it needs because of the 
pressure of demand of other employers for labour.”^^ In the case of Redhill, whose deplorable 
figures on quality of service are quoted above [paragraph 1 0], we were told that the main cause of 
these figures is the “unreliability of the staffing base". Some sorting offices suffer from very high 
turnover; the worst is High Wycombe, where staff turnover is 90 per cent per annum. With such 
high turnovers, few staff will have a sufficiently adequate understanding of the job to perform 
effectively. “With high turnovers of 50, 60 or 90 per cent, it is difficult to achieve targets", we were 
told by the Managing Director of Letters.^* The UCW points out the “main difficulties have been 
in the Post Office’s recruitment policies in the South-East, together with high wastage levels and an 
accelerating turnover of staff We note that the UCW and the Post Office reached agreement, in 

the early part of this year, on a scheme to make available £30 million in extra payments to London 
and the South-East. This will enable the managers in Redhill to pay about £15 a week extra to their 
new postmen.*'® But we have noticed that quality of service problems extend well outside London 
and the South-East districts. The figures for Peterborough, in the Eastern district, and for several 
places in the Midlands — Coventry, Milton Keynes and Northampton — are also unusually poor, 
and Mr Tuffin of the Union of Communication Workers confirmed that recruitment is also 
becoming difficult in East Anglia, the South West and the Midlands.*" We recommend that the Post 
Office and the UCW should work together to consider ways of solving the recruitment problems and 
other matters that affect the quality of service in areas besides London and the South-East which may 
also be experiencing such difficulties. We note the introduction of a business efficiency agreement in 
1985 which cleared the way for the introduction of more part-timers, and the UCW’s acceptance 
of this.*^ 

16. In 1982 the Industry and Trade Committee said: “the present state of industrial relations in 
the Post Office is good”.**^ In 1985, however, man days lost through industrial action grew by five 
times over the previous year. In the three following years it was fairly constant at about 60,000- 
65,000.*'*' Despite this, an Assistant Secretary of the UCW could in January 1988 describe industrial 
relations as “excellent, particularly at national level and district level”.^^ The main problems, the 
Chairman of the Post Office told us on the same occasion, lay not in relations with the national 
union leadership, but with unofficial disputes at local level, where procedures agreed with the union 
had been ignored. The level of disputes was “quite unprecedented in the history of the Post Office”, 
and “higher than we have previous knowledge of”. He attributed most of the action to the pace 
and scale of changes in the Post Office over the previous four years.^ Such changes in a labour- 
intensive industry require careful consultation with the workforce at all levels. We recommend that 
the Post Office improves its arrangements for consulting its employees. 



Table D: Man Days Lost Through Industrial Action as a Percentage of Days Worked 



1981 






per cent. 
... 0023 


1982 






... 0046 


1983 






... 0-019 


1984 






... 0110 


1985 






... 0-130 


1986 






... 0-130 


1987 






... 0-120 


1988 






... 2-370 


1989* 






... 0-013 


Source: Post Office 
* First six months 









“Evidence. 27 March 1982, Q. 355. 

^Evidence p. 32. 

“Q. 57 Mr Cockbum. 

“Evidence p. 19 para. 17. 

**Q. 55 Mr Cockbum, Q. 146 Mr Tuffin. 

'■Q. 149 Mr Tuffin. 

"Evidence 20 January 1988, Q, 62 Mr Hewitt; 26 July 1989 Q. 133-8 Mr Young. 
"Fifth Report. 1981-82. para. 35. 

"Evidence, 27 January 1988 p. 51 Annex B; Evidence p. 17 para. 2. 

"Evidence. 27 January 1988, Q. 2. 

"Evidence. 27 January 1988, Q. 267, 270. 
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17. Since then, however, industrial relations have apparently deteriorated considerably, even in 
the relationship between the Board and union leadership. In September 1988 there was a national 
postal strike lasting two weeks over additional payments In London and the South East. The strike 
pushed the figure for working days lost to 1,164,528 in the twelve months to March 1989.^’ The 
UCW considers industrial relations in the Letters business still to be “very sensitive”, although they 
have improved in the Parcels business, and has argued for an independent joint inquiry into 
industrial relations.^* The Vice-Chairman of the Post Office argued at our session in July that such 
an inquiry was “not the appropriate way” of dealing with the problems that continue to exist, and 
has proposed instead that the Post Office and the union should “sit together and tackle jointly the 
problems that may create difficulties in industrial action terms and certainly have an adverse 
consequence on service.”**^ The Managing Director of the Letters business told us that in engaging 
in such a dialogue, the Post Office would be “perfectly willing to have an independent person, 
jointly selected, to work with us as part of these discussions”. We note that Mr Tuflfintold us that 
he would respond to such an offer.^' 

The Post Ofrce Network 

18. In 1982 the Industry and Trade Committee noted that the corporation is charged with 
providing a postal service throughout the whole of the UK, and “the network of post offices plays 
a vital role in providing facilities for welfare payments and other social services”.^- Throughout our 
subsequent evidence sessions, we have been concerned to see that the Post Office is indeed meeting 
its obligations through a sufficient provision of Crown offices and sub-post offices throughout the 
country. 

19. Sub-Postmasters are not employees of the Post Office, but are self-employed and have to 
provide the sub-post office premises at their own expense. To provide income after their retirement, 
they rely on the capital sum generated by the sale of those premises. Thus this capital sura could be 
substantially diminished or indeed extinguished completely by the tentative Post Office plan to 
impose a punitive fee on all incoming Sub-Postmasters, which fee the incomers naturally subtract 
from what they were prepared to pay for the premises concerned. Except for “minimum 
Commission Sub-post offices”, Sub-Postmasters are paid on a unit credit system.^^The Post Office 
told us that having a sub-post office within a retail store gives significant commercial advantage to 
the private retail business and that in normal commercial practice in the franchise field such an 
initial fee would be levied. They also said that such fees would not apply to the smallest 8,000 or so 
sub-post offices in rural areas and that this change would enable the Post Office to give Sub- 
Postmasters greater security of tenure. More significantly for those selling their sub-post offices, the 
Post Office now proposes to allow Sub-Postmasters to advertise their business for sale as a going 
concern with a sub-post office.^* We recommend that the Post Office abandon its tentative plan to 
impose a punitive fee on incoming Sub-Postmasters. 

20. The network of Post Oflfices is large — in 1 988-89 there were 1 ,493 Crown offices and 19,537 
‘scale payment sub-offices’ (SPSOs) throughout the country — but it is declining. In 1979-80 there 
were 1,583 Crown offices and 21,056 SPSOs.^^The Post Office makes a loss on many of its SPSOs 
in rural areas, where they provide an essential service, for example in the payment of pensions, In 
1988 we were told that the smallest 10,000 sub-post offices operate at a loss of around £20-£30 
million per annum; they transact 14 per cent, of total sub-office business, but represent over 21 per 
cent, of total sub-office costs.^® The profitability of many others is threatened by changes in the use 
of the network by the Post Office’s agency customers, such as the Department of Social Security, 
whose use of Post Office counters we were told in 1985 had declined by about 5 per cent, in the last 

■"Evidence p. 1 7 para. 2. 

**Q. 146, 147, 148 MrTufBn. 

104, Mr Young. 

”Q. 107 MrCockburn. 

*'Q. 148 MrTuffin. 

“Fifth Report, 1981*82, paras. 9-10. 

“Sub*P<Btmasters are paid on a unit credit system. Each transaction carried out at a sub-post ofEcc attracts a number of units 
of stamps- 2J units, paying a pension = 3 units); these units arc then totalled and converted into money via a 

sliding scale .(Evidence, 9 July 1986, p 26, para. c). A more complex explanation of the method for calculating Sub-Postmasters 
included in the Evidence for 2 July 1986. pp 24*5; and in the First Report of the Industry and Trade Committee. 

1979-80, The Post OfRce. Appendix pp 38-40. 

“Evidence p. 29, para. 4. 

“ Report and accounts. 1988*89 p. 50. 

“Evidence. 27 January 1988 pp. 45-6 para. 2.4; Evidence. 1 7 July 1985. Q. 43 Sir Ronald Dearirg. 
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few years. This led the Post Office to propose cuts of up to 1,000 in the number of sub-post offices 
over four years from 1982 concentrated mainly in urban areas where there was significant over- 
provision.^® To reduce the costs of rural offices in 1987 the National Federation of Sub-Postmasters 
agreed with the Post Office on the introduction of part-time services in sub-post offices in rural areas 
where the level of business was below 50,000 units per annum. Sub-post offices where the Sub- 
Postmasters work only pan time are designated “community offices”. There are 1 ,444 offices now 
operating on this basis.^^The commercial pressures on Post Office Counters led in 1988 to plans to 
regrade some 250 Crown offices into offices run on an agency basis.^ 

21 . Post Offices are still squeezed to continue to survive however. The payment of DSS orders 
through Girobank has declined since a high point in 1982-83, of child benefits and family 
allowances since 1981-82, although (as the then Minister for Industry observed when he gave 
evidence to us in 1 988) the payment of pensions has remained remarkably steady. National Savings 
Bank deposits and withdrawals have also been in almost constant decline since 1979-80.*' If the 
Post Office’s rural network is to survive, different types of work have to be found to replace the 
work that is being lost, and to maintain Sub-Postmasters’ remuneration to a level where they can 
afford to continue. We note that the then Minister observed that “it is our policy to sustain the rural 
sub-post office nettvork”.^ Nevertheless, the Post Office has not been very successful in obtaining 
more agency work from government departments. The Department of Transport has increased the 
number of Post Offices through which vehicle excise licences are issued, but few sub-post offices are 
involved — only 3610 post offices (including Crown offices) are allowed to issue them; and the Home 
Office has resisted proposals for widening the ambit of the passport work carried out in Post 
Offices.*^ The Monopolies and Mergers Commission, in its report of June 1988, recommended that 
“Counters should continue to examine the scope for new businesses”.*^ We fully endorse this 
recommendation. 

22. One of the ways in which the Post Office network may find more work is through the 
collection of the Community Charge. The Post Office is already collecting Community Charge 
payments on behalf of eight of the twelve regional and islands councils of Scotland, and hopes to 
secure similar contracts on behalf of the District Councils in England and Wales.*® However, 
whether in fact District Councils do actually use the sub-post office network for collecting and 
processing Community Charge payments obviously depends upon the level of charges imposed by 
Post Office Counters. Some Members have already been informed by District Councils in their 
constituencies that the level of charges is uneconomically high (in some cases of monthly payment 
of 80 per cent, rebated payments, the charges being a high proportion of the payments to be 
collected). Post Office Counters may well thus price its sub-post office network out of this valuable 
market. 

23. Another means is by seeking new powers both to sell a wider range of retail products and to 
offer a greater number of financial services.** In 1986 the Government recognised the case for such 
wider powers and indicated that it would “seek an early opportunity to introduce legislation”*^ to 
extend the Post Office’s powers. No legislation has emerg^ however. Nor have Ministers granted 
wider powers. The Post Office told us, the DTI “has been saying for two years that it is not in a 
position to give us a decision”.*® The Post Office recently made clear to us that “no aspect of the 
wider powers currently being sought ... would require anything other than ... ministerial 
consent”.*’ It seems absurd that the Government should drag its feet over this matter, so essential 
to the future of the network which it is committed to defend, and therefore we recommend that the 
Government take steps within the current parliament to grant vrider powers to Post Office Counters 
Limited. 



” Evidence, 17 July 1985. Q. 60 Sir Ronald Dearing. 

“ Evidence, 17 July 1985. Q. 60-68 Sir Ronald Dearing. 

* Evidence, 20 January 1988. p. 34 pant. 1.7; Report and accounts 1988-89, p. 29. 

»Q. 127 Mr Roberts. 

Evidence, 17 February 1988, Q. 312 Mr Clarke; Report and accounts, 1988-89 p. 50. 
“Evidence. 17 February 1988 Q. 315 Mr Clarke 

“Evidence, 17 February 1988, Q. 31 ! Mr Clarke; Evidence, 9 July 1986, p. 51. 

“Cm. 398 recommendation 12. 

“Report and accounts. 1988-89 p. 29; Evidence p. I;Q. 128 Mr Morgan. 

“Evidence, p. 31. 

" Official Report, WPQ. 15 May 1986. col. 498 Mr Pattic. 

“Q. 129. 

" Evidence, p. 32. 
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24. While the Post Office has been seeking powers to sell a wider range of products through post 
offices, its extension of the sale of stamps to other outlets besides post offices may affect the salesof 
stamps in sub-post offices. The Retail Stamp Venture started as a trial in September 1987 and was 
extended nationwide by June 1989. A survey by the National Federation of Sub-Postmasters 
suggest that sales of stamps by sub-post offices are declining although it would seem to be too early 
to conclude that this is due to the wider availability of stamps in other outlets’®. We are concerned 
that the restrictions that are imposed by the Post Office itself on Sub-Postmasters’ businesses, may, 
In the future, make sub-post offices less profitable. The Post Office’s contracts with the Sub- 
Postmaster require them not to take on any service which is in direct competition with Post Office 
Counters business. The Sub-Postmasters are already concerned that such terms may unfairly 
restrict them when Post Offices are establishing Post Shops, to sell envelopes, cards, and similar 
items; if Counters’ powers are further widened by the Government the restrictions may come to be 
more onerous still.” The Post Office told us “sub-post offices comprise the bulk of our sales outlets, 
and clearly their effectiveness as such— if not indeed their existence — would be compromised if they 
were also to offer our competitors’ services”.” We recommend that the Post Office should make clear 
the extent of the restriction on sub-post offices’ private business when it is in competition with that done 
by Post Office Coonters. 

Girobank 

25. On 7 June 1988, the Government announced its intention of transferring Girobank to the 
private sector by trade sale.’^ Indicative bids were invited by 26 August, and a shortlist was to be 
drawn up on 16 October by the Post Office board.” Earlier statements by the Government had 
made it clear that the major clearing banks would not be welcome to bid, though not ruled out.’* 
For technical reasons under the Building Societies Act in 1988 building societies would not have 
been able to buy Girobank.’* The Post Office Board had hoped to be able to complete the sale by 
Christmas 1 988.” The Government refused to be drawn on the price that would be charged for the 
bank beyond saying that it would be “substantial”.’* In the assessment of the bids, the Post Office 
announced that the price offered would be a “major determinant”, but other criteria would also be 
taken into account. These were “the prospective purchaser’s plans for the future development of 
Girobank and in particular their likely impact on their Post Office’s continuing operations, 
especially those of Post Office Counters Ltd; the arrangements proposed by any prospective 
purchaser to enable management and staff to share directly in the success of the business; the 
promise any purchaser brings of widening customer choice in the market place in which Girobank 
operates; and the necessity for any prospective purchaser to be approved in due course by the Bank 
of England”. The Government and Post Office Board also would be “concerned to ensure that 
proper regard is paid to the interests of employees”.” 

26. About 109 organisations received the confidential memorandum and in line with the original 
programme a short list was drawn up by the Post Office following consultation with the 
Department of Trade and Industry. On 10 November, however, the Chancellor of the Duchy of 
Lancaster announced that no suitable purchaser had been identified, and the original timetable had 
proved too demanding for the sale.*® The Post Office, when they gave evidence to us on 1 March 
1989, indicated that at least one of the shortlisted bidders did not offer what the Post Office 
considered to represent “fair value”, and that “nobody emerged in the time frame” because the 
Board “were not prepared to relax the criteria in the totality we had set down”.*' It appears that in 
assuming that a quick sale could be made, the Post Office and Government did not give enough 
consideration to the unusual nature of Girobank’s activities. We believe that the subsequent failure 
to achieve a quick sale resulted in a period of uncertainty both for the business and employees of 
Girobank which might have been avoided had a more realistic time scale been set. 

’“Evidence, p.25. 

” Evidence, 20 January 1988. Q. lOS-7 Mr Morgan. 

” Evidence, p. 32. 

’’Official Report 7 June 1988, cols. 721-731. 

Evidence, 27 July 1988 Q.79 Mr Sellers. 

’’Evidence, 27 July 1988, Q.106 Sir Bryan Nicholson. 

’’Evidence. 1 March 1989. Q.37 Mr Grimstone. 

”Evidencc. I March 1989, Q.2 Sir Bryan Nicholson. 

’’Evidence. 27 July 1988 Q.230 Mr Newton. 

”Evidence, I March 1989.p2Anrex. 

“Evidence. I March 1989. p 1; Q.4 Sir Bryan Nicholson. 

*' Evidence. I March 1989, Q.12-16 Sir Bryan Nicholson. 
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27. The decision to privatise Girobank separately from the other Post Office businesses was taken 
in spite of the Board’s preference that the Post Office should not be split up.*^ There are strong 
connections between the business done by Girobank and the business done by Counters; most of 
Girobank’s business is done through Counters. This connection has been preserved by a five-year 
rolling contract between the two. Any changes in the relationship will have serious consequences 
for Sub-Postmasters in particular.*^ TTie purchaser of Girobank, we note, has said that "the broad 
concept” of the bank relationship with POCL will not change.*'^ 

28. When we took evidence from the Chairman and members of the Post Office Board on I 
March 1989, they told us that they were then “in serious discussions with four prospective 
purchasers”.*^ On 20 April the Post Office announced that it had accepted a conditional offer from 
the Alliance and Leicester Building Society to acquire the equity and subordinated debt of the bank 
for £130 million. The restrictions which would have made it impossible for a building society to 
own Girobank were lifted by changes in the Building Societies Act by the Building Societies Money 
Transmission Order, approved by the House of Commons on 20 April.*^ The Committee 
subsequently received an assurance from the Chairman of the Alliance and Leicester assuring it 
that the development of Girobank’s main activities at Bootle “would be very much part of our 
business thinking behind the aquisition . . . The relationship [of Girobank] with Post Office Counters 
Ltd might be modified in detail, but the broad concept would not change. Indeed we would seek 
opportunities to develop the relationship further for mutual benefit"; and that the Society 
“recognises the important role the sub-post office network has for the future success of the Bank 
and intends to look closely at opportunities for cementing and enhancing the existing business 
relationship.” It also told the Committee of the reassurances on trade union recognition and 
collective bargaining, terms and conditions of service, and occupational pension arrangements 
which had been offered to Girobank employees and trade unions.*’ We were told in July that the 
Post Office expected to finish the negotiation with the Society in August, and that the necessary 
secondary legislation would be presented to the House.*® One problem which has emerged during 
the negotiations is the Building Societies Commission’s decision that Alliance and Leicester, as a 
building society, will not be able to undertake the corporate lending and leasing activities of 
Girobank, and therefore the leasing business has been transferred to the Post Office. We 
understand that should Alliance and Leicester change its status from a mutual to a public limited 
company, then the mechanisms which were used to transfer the leasing business to the Post Office 
would enable the Alliance and Leicester to have a buy-back arrangement to take that business back 
on to their books.*’ While we are pleased that the uncertainty surrounding Girobank’s future is 
now over, we expect the DTI to monitor the operation of Girobank to ensure that the conditions 
originally set by Ministers for the sale are met. (See paragraph 25 above). 

Conclusion 

29. Much has changed in the Post Office since our last report on it; but many of the problems 
remain the same — the pace of change in the Post Office has been slow. Falling levels of business for 
Post Office Counters Ltd; the viability- of the Post Office’s rural network; the effect of govenment 
imposed targets on the Post Office’s investments; and the quality of the letters service are all issues 
as important in discussion of the Post Office now as they were then. We note the Corporation’s 
belief that the larger investment programme of the next five years will have a considerable effect on 
all of these issues. The Committee will continue to devote close attention to the business standards 
of the Post Office and its service to the public. 



Evidence, 27 Januar> 1988, Q.260 Sir Bryan Nicholson, 
“ 27 July 1 988, Q. 160. Sir Bryan Nicholson. 

“Evidence p. 5. 

“Evidence, 1 March 1989, Q. 2-3 Sir Bryan Nicholson. 
“Evidence, 1 March 1989, Q. 37 Mr Grimstone. 
“Evidence p. 5-6. 

**Q. 114 Mr Roberts. 

»’Q. 116-121 Mr Close. Q. 125 Mr Williamson 
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Summary of Recommendations 

1. We recommend that the Government in considering the long-term future of the Post Office, 
examines the possibility of changing its capital structure to allow it more freedom in its investment 
decisions while retaining government control, in particular . by setting it up with a proper debtlequity 
structure in which the sponsoring department could be the sole or major sharehol^r. [ para. 8 J 

2. We recommend that, in the shorter term, the Post Office should have freedom to invest the 
surplus represented by the EFL in private sector investments, [para. 8] 

3. We recommend that the Government should investigate the use of more relevant control 
mechanisms for the Post Office than the Real Unit Cost Target, [para. 9} 

4. We recommend that the Post Office attach prime importance to achieving an acceptable 
standard of first class mail service, in place of its present deplorable performance in that crucial 
field, [para, llj 

5. We recommend that the Post Office should regularly publish information on progress in 
implementing the programme of Sunday collection until it is fully in place, [para. 12] 

6. We recommend that the Post Office and the UCW should work together to consider ways of 
solving the recruitment problems and other matters that affect the quality of service in areas besides 
London and the South East which may also be experiencing such difficulties, [para. IS ] 

7. We recommend that the Post Office improves its arrangements for consulting its 
employees. [ para. 16 J 

8. We recommend that the Post Office abandon its tentative plan to impose a punitive fee on 
incoming Sub-Postmasters, [para. 19 J 

9. We recommend that the Government take steps within the current parliament to grant wider 
powers to Post Office Counters Limited, [para. 23] 

10. We recommend that the Post Office should make clear the extent of the restriction on sub-post 
offices' private business when it is in competition with that done by Post Office Counters, [para. 24] 
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MINUTES OF PROCEEDINGS RELATING TO 
THE REPORT 



WEDNESDAY 26 JULY 1989 
Members present: 

Mr Kenneth Warren, in the Chair 

Mr Jim Cousins Dr Keith Hampson 

Mr Stan Crowther Mr Doug Hoyle 

Dr John Gilbert Mr Robin Maxwell-Hyslop 

The Committee deliberated. 

Mr Alban Morgan, General Secretary; Mr A Potter, President; Mr B W Croydon, Immediate Past 
President; Mr J McKenna, Chairman, Negotiating Committee; Mr F Shuter and Mr T Burrows, National 
Federation of Sub-Postmasters were examined. 

Mr Ken Young, Vice-Chairman and Member for Personnel; Mr Richard Close, Member for Finance and 
Corporate Planning;*Mr Bill Cockburn, Managing Director, Letters; Mr Nick Nelson, Managing Director, 
Parcels; Mr John Roberts, Managing Director, Counters, The Post Office and Mr Malcolm Williamson, 
Managing Director, Girobank, were examined. 

Mr AlanTuffin, General Secretary: Mr Peter Atkins, Acting Assistant Secretary; Mr Peter Hain, Research 
Officer and Mr Harry Jones, Assistant Secretary, Union of Communication Workers were examined. 

[Adjourned till Wednesday 1 8 October at 10.15 a.m. 



WEDNESDAY 1 NOVEMBER 1989 



Members present: 

Mr Kenneth Warren, in the Chair 



Mr Jim Cousins 
Mr James Cran 
Mr Stan Crowther 
Dr John Gilbert 
The Committee deliberated. 



Dr Keith Hampson 
Mr Doug Hoyle 
Mr Robin Maxwell-Hyslop 
Mr Barry Porter 



[Adjourned till Wednesday 8 November at 10.15 a.m. 



WEDNESDAY 8 NOVEMBER 1989 
Members present: 

Mr Kenneth Warren, in the Chair 

Mr Jim Cousins Dr Keith Hampson 

Mr James Cran Mr Doug Hoyle 

Mr Stan Crowther Mr Robin Maxwell-Hyslop 

Sir Anthony Grant 
The Committee deliberated. 

Draft Report (The Post Office), proposed by the Chairman, brought up and read. 

Ordered. That the Draft Report be read a second time. 

Paragraphs 1 to 29 read and agreed to. 

Resolved. That the Report be the Sixth Report of the Committee to the House. 

Several papers were ordered to be appended to the Minutes of Evidence. 

Ordered. That the Chairman do make the Report to the House. 

Ordered, That the Provisions of Standing Order No. 1 16 (Select Committees (Reports)) be applied to the 

Report. 

*** 

[Adjourned till Wednesday 15 November at 10.15 a.m. 
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Memorandum submitted by The National Federation of SubPostmasters (NFSP) (PO 5) 
THE POST OFFICE 



iMTRODUCnON 

As an introduction to this memorandum I attach as an Appendix the information provided for the 
Committee in January 1 988. There has been little change in the Federation objectives, principles or indeed in 
its responsible attitude to member representation since the information was provided. 

The Post Office Reports and Accounts 1988/89 

The NFSP is mainly involved with the Post Office Counters Limited but still considers the Post Office 
Group of Businesses to be a family and therefore the Group’s achievements are of concern to us. This year 
Counters is the only Business in the Group to have achieved its profit target and over three years to have 
beaten its real units cost reduction target by 1 8 per cent Such an achievement has only been possible because 
of the co-operation of the NFSP whose members transact a substantial majority of die counter work, 

The changes introduced with re-organisation placed considerable pressure on SubPostmasters and each 
pay negotiation carried with it several pay related strings pertinent to work practices. Increasing personal 
responsibility during the period provided for Post Office Counters Limited a firm base for acUeving its 
objective of competing in the business market; continuing the pressure will antagonise a faithful workforce 
and a quick relaxation of the pressure for change should now follow. 

In the Counters section of the report reference is made to the changes in Crown Office image and we are 
pleased to see the improvement. We are regrettably far from convinced that Counters attempt to regrade 250 
Crown offices is achieving its objective. We believe that the programme has fallen seriously behind and that 
it is unlikely to be completed before the end of this financial year. Over pricing its leasable property as well as 
underpricing payment per transaction is the main cause for POCL’s failure to find takers for the regraded 
offices. 

Again we support the Countem Business in its appeal to Government for a relaxation of the restrictions 
enabling Post Office Counters to compete on an equal footing with our competitors. Growth during the year 
was all in the Sub-post office section of the network despite a move by the Letters Buaness to take away the 
most lucrative stamp sales by extending the availability of the 1st, 2nd class first tarrif values to other retailers. 
This move we see as the most serious threat to rural services. 

Looking to the immediate future we will continue to support Post Office Counters and Girobank in their 
efforts to capture the work of collecting the Community Charge in England and Wales. Reports received to 
date from District Councils suggest that there is considerable resistance to the current collection package on 
offer. The capture of the work is vital to the network, this is why we have co-operated in accepting a lower 
level of payment than that normally received for similar Girobank transactions. 

In supporting the Post Office Counters Business it may follow that we shall lose the work completely and 
this would be disastrous for the network. We therefore urge Government to influence District Councils to 
use the Sub-post office network to collect the Community Charge in order that its decline may be arrested. 
SubPostmasters who endeavour^ to undertake this collection service through their private business would 
be breaking their contract with POCL and as an organisation we could not advocate this action. Our 
members, however, need the work to secure their livelihood. 

Turning to the Counters Accounts Section it will be seen that by our co-operation Sub-Postmasters costs 
only rose by 2-67% in the course of a year when the RPI increased by 7-9%. TTus cost containing is even more 
valuable to POCL when it is realised that 50*/o of the costs are for the provision of premises and staff to 
provide the service, a cost factor which is RPI related (Note 3). 

Despite a policy to retain the Sub-post Office network at its current level there was a reduction in the 
number of Sub-post offices by 144. The loss of outlet mainly occurred in rural areas and sadly highlights the 
Federations contention that the income gained for providing services in these small offices is no longer 
worthwhile. Even with the introduction of Community Offices the reward for providing the service is far too 
low. For providing a service of from 4 to 40 hours a week the income including the cost of the outlet premises 
ranges from £17 to £50 per week. 
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In comparison it is interesting to note that staff numbers with income above £30,000 per annum increased 
by 73% (Note 4). 

I7th July 1989 

APPENDIX 

The NFSP looks after the interests of 19,500 Sub-Postmasters in their role as agents to the Post Office 
Counters Business Limited. 

It welcomes the opportunity to provide evidence to the Committee as it believes it is important that the 
Committee is aware of the NFSP’s position regarding the future of its members. The NFSP’s objectives are 
to maintain and expand services to the public and, at the same time, improve the conditions of its memben, 
ensuring that by providing an efficient, economic service, Government departments and other organisations 
will continue to use the national network, enabling Sub-Postmasters to move into the next decade fully 
equipped to compete with businesses which are not controlled by Government financial restrictions. 

1. The Federation's Current Objectives 

1.1 To provide an efficient service to its customers and principal agents through a network of Sub-post 
offices which are viable to Sub-Postmasters and profitable to the Counters Business. 

1 .2 To co-operate with the Counters Business to capture any new profitable work suitable for Post Office 
counters and to ensure that Sub-Postmasters are enabled to provide a full counter service. 

1.3 To seek the removal of restrictions enforced within a Sub-Postmasters Contract when similar 
restrictions do not apply to the Counters Business. The Federation’s members object to business obligations 
being imposed by the Post Office when these are not reciprocated. 

1.4 To continue to improve security safeguards for Sub-Postmasters who are subjected to frequent and 
violent attacks on their person and premises. 

1 .5 To secure for its members a return on the capital invested in their business premises, either by ensuring 
that their businesses can be sold on retirement for a continuation of postal services, or that they receive 
adequate compensation should the outlet be closed when the premises are still available for use as a Sub-post 
office. 

1 .6 The need to provide services in unprofitable rural areas makes it necessary for the rural Post Office costs 
to be subsidised by the remainder of the Sub-post office network. In giving evidence to the Committee in 1986 
the Federation requested the introduction of a support grant from Government to sustain rural services. The 
Federation’s Executive Council now considers that a relaxing of Post Office Counters Limited External 
Finance Limit would enable Counters to offset the high cost of maintaining the rural network. It also 
considers that the enforcement of reducing Real Unit Costs is inconsistent within a business which is required 
to provide services in high unit cost areas. 

1 .7 In recognising the problem with rural costs the Federation’s Executive Council in 1 987 agreed to the 
introduction of part-time services in Sub-post offices rural areas where the level of business was below 50,000 
units per annum, Sub-Postmasters providing services in what are designated “Community Offices” would 
work fewer hours for a reduced level of remuneration. The need to make this agreement was forced upon the 
NFSP by the economic pressures of maintaining rural Post Office services and it has been the subject of intense 
criticism by members and public alike. The NFSP considers that any further moves to reduce costs in rural 
areas by reducing the level of services provided should be avoided by taking the actions suggested in para. 1 .6. 

July 1989 
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Examination of Witnesses 

The National Federation of Sub-Postmasters Mr Alban Morgan, General Secretary, Mr A Potter, 
President, Mr B W Croydon, Immediate Past President, Mr J McKenna, Chairman, Negotiation 
Committee, Mr Shuter and Mr Burrows. 



Chairman 

1. Good morning, Mr Morgan. Would you, for 
the record, please intoduce your team so that we 
know who’s who? 

(Mr Morgan) 1 will begin with the National 
president, Mr Alan Potter from Scotland, Mr Brian 
Croydon from Wales, Mr Fratik Shuter from Kent, 
John McKenna our Chairman of the Negotiating 
Committee, and Tony Burrows from Ipswich. 

2. Gentlemen, I wonder whether we could begin 
by considering regrading. I wonder whether you 
could give us some indication as to whether there will 
be furier regrading of branch offices once the 
current tranche of 250 has been completed? 

(Mr Morgan j As I outlined in my written brief to 
you, Mr Chairman, we are concern^ about the way 
things are going with the regrading programme in 
general, mainly because we consider that the Post 
Office Counter business has overpriced the rental of 
the premises on offer and underpriced the value of the 
transactions undertaken. If they do not complete the 
250 regrading in the period allowed, which is before 
March next year, then I cannot see them entering the 
second stage — which should be in 1990 — for the 
further 250 Crown Offices. 

The Chairman: Thank you. Mr Maxwell-Hyslop? 



Mr Maxwell-Hyslop 

3. In this context, could you tell us about the 
proposals and your reaction to them that there 
should be what used to be called a fine imposed when 
a Sub-Postmaster takes up a Sub-Post Office? 

(Mr Morgan) I do not quite understand you. 

4. The old terms used to be a fine whereby a capital 
payment has to be made before you are allowed to 
commence in business as a Sub-Postmaster. I 
understand that Post Office Counters have intimated 
to you that at some date in the future they intend to 
fine all new entrants. 

(Mr Morgan) I think that you are referring to a 
licence fee. 

5. Yes. 

(Mr Morgan) Prior to this stage there has never 
been a licence fee to take on a Sub-Post Office. In the 
modified contract which is used for regrading Crown 
Offices, there is a licence fee to take on the business. 
The Post Office are now considering introducing the 
same for future Sub-Post Office appointments. Our 
attitude to the new situation is that currently we have 
a without prejudice offer from the Post Office which 
my Executive Council will be considering on Sunday 
of this week. I regret that 1 cannot, therefore, give an 
indication of what will happen. 

6. This is similar to the old process by which the 
Crown raised money without Parliamentary consent, 
is it not, imposing a fine when an office changed 
hands? 

(Mr Morgan) That is correct. 



7. And I am right in thinking that because you are 
self employed there is no pension provision for Sub- 
Postmasters and, therefore, they depend for an 
income for their retirement on the capital sum which 
they get from an incoming Sub-Postmaster? 

(Mr Morgan) That is so. Indeed, many of my 
members see the sale of the business at the end of 
their period as their pension. 

8. So that if a fine is imposed in the way that the 
Post Office Counters have intimated they have in 
mind, that would take away in whole or in part the 
capital sum which at the moment is paid to the 
outgoing Sub-Postmaster to provide for his 
retirement. Is that correct? 

(Mr Morgan) 1 agree and it will reduce the capital 
available for the business. 

Mr Maxwell-Hyslop: Thank you. 

Chairman 

9. What do you think should be done to make the 
Sub-Post Offices more viable? 

(Mr Morgan) Cunently, we are looking for more 
work. What we need in particular is the community 
charge work over our counters. I trust that the Post 
Office Counter business and Girobank will capture 
that work for the network. It will be the saviour in my 
opinion of the rural network which is currently again 
under threat because of the wider sales of stamps, 
which is affecting our people. To make Sub-Post 
Offices more viable, we need more work. 

10. You are saying that the village Post Office is 
under threat. 

(Mr Morgan) Indeed. 

Mr Maxwell-Hyslop 

11. Is it your information that the two figures 
quoted by Post Office Counters to district councils, 
for processing and for handling on the one hand and 
just handling on the other the community charge 
payments, has in fact priced Post Office Counters out 
of the market? I just mention in passing that every 
district council in my part of the world has declined 
the offer that this work should be undertaken by Sub- 
Post Offices on the ground that the scale of charge 
put out by Post Office Counters is quite 
uneconomically high. 

(Mr Morgan) I have received about 120 letters 
from district councils indicating the same position to 
me. But I am inclined to think that that is a 
negotiating position that they are adopting at this 
stage. The same thing happened in Scotland last year. 
They did not grasp the nettle until It was essential. I 
telieve that they will eventually see that the offer 
from Post Office Counters and from Girobank is 
certainly an economical charge. After all, we have 
reduced the cost of the payment from 55p to 45p for 
them. I think that that is a move in the right direction. 
I certainly hope that pressure can be put on district 
councils to recognise that saving the Sub-Post Office 
network, particularly in rural areas, could be done by 
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accepling the Post Office package on the collection of 

the community charge. 

11 Lastly, how much of the two figures quoted 
would be paid to the Sub-Postmaster for his function 
and how much would be kept by Post Office 
Counters? 

(Mr Morgan) If you are asking what is the 
minimum that Sub-Postmasters could gain, it would 
be 8p or 9p per transaction. If you are talking about 
the average, it would be around 18p per transaction. 
Post Office Counters would retain part and 
Girobank the other part. I cannot say what those 
figures would be, 

Chairman: Dr Gilbert? 



Dr Gilbert 

13- On the question of the volume of work 
available to your members, Mr Morgan, to what 
extent have you suffered from the new found ability 
of ordinary shops to sell stamps? 

( Mr Morgan) It is difficult to say at this stage. We 
believe that we have lost many sales in areas where 
the trials were carried out. I cannot give you exact 
figures. The Post Office letters business advised us 
that they thought that the Sub-Post Office network 
had retained its full sales. Indeed, they said that we 
had increased it during the trial period, but I do not 
believe them. We have ccnainly lost a lot of work. 

14. Will you be accumulating statistical evidence 
yourself? 

(Mr Morgan) Yes. 

15. When do you think that you might be able to 
let the Committee have the benefit of that? 

(Mr Morgan) We should like to have one full 
year’s figures, which will be in about October. 

16. On what dale in that month? 

( Mr Morgan) I would say the 1st October. 

Dr Gilbert: Thank you. 

The Chairman: If you could let us have those 
figures immediately when they are available, it would 
be helpful. Mr Hoyle? 

Mr Hoyle 

I ?• of all, on the community charge — or poll 

tax as it is widely known — what representations have 
you made and what input have you had into the 
formulation of the offers that have been made for the 
Post Office to carry out this work? 

(Mr Morgan) Ap&Tt from negotiating the 
amount that we will be paid for that work, none at 
all. 

18. As the work is important to you, indeed vital, 
have you not made any more representations to the 
Post Office about the fact that they might be pricing 
themselves out of the market? 

(Mr Morgm) Our representation and our valid 
contribution is that we have accepted a lower fee for 
ourselves than we normally receive for a Girobank 
transaction. 

19. So you will be keeping up the pressure? 

(Mr Morgan) Yes. 

20. How much has the artificial spht between 
Counters, Parcels and Girobank added to the nature 



of your work with the bureaucracy of not only 
having to deal with one, but with separate businesses^ 
(Mr Morgan) We mainly deal with the Counters 
section of the Post Office. 

21. But you have to deal with the Parcels as well. 

( Mr Morgan) We have a biannual meeting with 

the Parcels business, similarly with the Letters. Most 
of the work undertaken by my members is for the 
Counters business, and we have our contracts with 
the Counters business. The majority of our 
communication and negotiation is with that 
department. 

22. You have not found that it has added very 
much to the work of the normal Sub-Postmaster. 

[ Mr Morgan) Not really, no. 

23. No. Otherwise I was about to say that you are 
receiving less return for more work, but you have not 
found that. 

(Mr Morgan) No. 

Chairman: Dr Hampson? 

Dr Hampson 

24. Is it that the Counters business are themselves 
too reluctant to allow you into new areas of business, 
or is there a Government role in tha? Does there have 
to be authorisation by the Secretary of State? Is that 
part of the problem? 

( Mr Morgan) We need the Secretary of Sute’s 
authority to allow the Post Office Counters business 
to expand into areas of banking and so on, which 
currently they cannot do. We advocate that the 
Secretary of State should allow the Counters 
business to capture that new work for us. 

Chairman: MrCrowther? 

Mr Crowther 

25. 1 should like to return to the subject of the 
community charge for a moment. Do you at present 
collect rates? 

(Mr Morgan) Yes. 

26. So if you lose the community charge, it will be 
a positive reaction in the amount of your business. 

(Mr Morgan) Certainly. We would also lose the 
rents that we currently collect for local authorities 
and district councils. , If they adopt another scheme 
for their community charge collection, certainly they 
will do the same with the rents. 

27. With whom are the negotiations taking place 
with Post Office Counters? Axe they talking to the 
Association of District Councils and to the AMA, or 
are they talking individually to local authorities? 

[ Mr Morgan) They are talking individually, but 
also to the AMA. 

Oiairman 

28. What do you feel about the privatised 
Girobank maintaining its work within the Counters 
network, now that you have bad a chance to consider 
it? 

(Mr Morgan) Excited. We have been advocating 
for a long time is that we should act as agents for 
building societies and that can now become a fact. 
The scope for expanding our business that the 
Alliance and Leicester will have — I presume that 
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they have bought it — is tremendous. We will 
certainly react to it and accept all the business they 
bring to us. 

Chairman; Mr Hoyle? 

Mr Hoyle 

29. When you say that you will act as agents for 
building societies, do you mean that you will give out 
leaflets in relation to them or would you underake the 
full activities regarding mortgages and so on? 

(Mr Morgan) We will become deposit and 
withdrawal centres or cash shops for the building 
societies and take that work away from their 
qualified p>eople who are involved with mortgages. 

30. It will not be the mortgage side. It will be the 
collection of deposits or dealing with withdrawals. 

(Mr Morgan) A money shop. 

31. You will not be concerned with the technical 
side. 

(Mr Morgan) No. 

Chairman: Dr Gilbert? 

Dr Gilbert 

32. I should like to return to the subject of shops 
selling stamps. If there has been a serious fall in 
revenue, has it affected your members’ attitude to the 
hours that they stay open? It obviously involves 
competiton. For instance, one can buy stamps from 
a shop when a Sub-Post Office is not open. 

(Mr Morgan ) Yes, 1 accept that, but there is more 
to Post Offices than simply selling stamps. Our main 
job is providing Government payments for pensions, 
allowances and so on. That amounts to 45 per cent, 
of our work, whereas the sale of stamps is only 18 per 



cent. We have to consider the security aspect if we 
open later in the evening, or earlier in the morning. 
That could be a danger to our members. But I accept 
what you say. Shops which stay open for longer 
hours are likely to sell more stamps. 

33. I am not seeking to put words into your 
mouth. I wish to know whether that diversion of 
revenue from you to shops is affecting your members’ 
attitudes to the hours that they stay open. 

(Mr Morgan) I do not think it is. 

34. Can you say whether there has been any 
change, since you last appeared before us, regarding 
the safety of your members and their Post Offices? 

( Mr Morgan) I am pleased to say that during the 
last year, there has been a reduction both in 
burglaries and robberies against Sub-Postmasters. I 
am very pleased with the security side of the Post 
Office department that negotiates with us for the 
expansion and the betterment of security equipment. 

35. Can you give us statistics on that 
improvement? 

( Mr Morgan) 1 shall write to the Chairman on 
that, if that is suitable. 

36. Are you content that everything is being done 
that needs to be done? 

( Mr Morgan) I believe that we are, 1 understand 
that we are limited by the cash available for the 
supply of equipment, but I believe that we are getting 
as much as we can out of the Post Office, bearing in 
mind its cash flow situation. 

Chairman: Gentlemen, we are most grateful for 
giving us your evidence this morning. You have been 
as succinct and helpful as ever. It is always a pleasure 
to see you. We also thank you for the evidence that 
we have registered from you as P05. 



Memorandum submitted by the Alliance A Leicester Building Society (P02) 

I do understand the dose interest which the Trade and Industry Select Committee has taken in the 
privatisation of Girobank and the wish of this Committee to know what the implications of the possible sale 
are for the employees of Girobank and for other parts of the Post Office business. 

Y ou will be aware that a conditional subject to contract offer has been made and that we are in negotiations 
with the Post Office. Accordingly, it is not possible at this time to be predse regarding the detail of our future 
plans for the Girobank operation. 

However, 1 can advise you that the Sodety’s business areas provide a good fit with those of Girobank with 
minimal overlap. We would expect the volume of business to expand as a result of the successful cross-selling 
of the bank’s and the building society’s products to each other’s customer base, and development of 
Girobank’s main activities at Bootle would be very much part of our business thinking behind the acquisition. 
Although the issue is not yet fully evaluated Girobank favour placing input contingency arrangements for 
the Bootle complex in the Wigan area and we do not see any reason to change that thinking. 

The relationship with Post Office Counters Limited would be modified in detail but the broad concept 
would not change. Indeed we would seek opportunities to develop the relationship further for mutual benefit. 
We believe this anticipated expansion of business would improve the general prospects for Girobank 
employees and would ^ to the mutual benefit of both Girobank and the Alliance & Leicester. 

Although we are clearly not in a position to give cast iron guarantees, commitments or promises about the 
future, we have already been able to offer general reassurances to Girobank employees and to the trade unions 
involved. These reassurances were confirmed to the trade union leaders by one of our senior representatives 
at a meeting held at Girobank’s offices in Milk Street, London, on 28th April 1989, In particualar, we have 
stated that: 

(1) We would have due regard to the current arrangements for the recognition of the trade unions and 

for collective bargaining between Girobank management and the respective trade unions. 

(2) Our current expectation would be to continue with existing terms and conditions of service of 
Girobank employees. Changes to these terms and conditions in future would continue to be subject 
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where appropriate to negotiation between Girobank management and the trade unions taking 
account of business needs. 

(3) We recognise the need to establish alternative occupational pension arrangements for Girobank 
employees and would expect discussions on this to take place between Girobank’s management and 
the recognised trade unions. In the meantime, current pension benefits would continue and those 
benefits earned to date would be fully protected. 

In turn the Society has been impressed with the statement that the staff and their unions wish to continue 
to play a prominent role in improving standards, profitability and service to the customer, 

As an employer, the Alliance & Leicester is, we believe, recognised as an innovative and progressive 
organisation which has an excellent reputation for forward-thinking personnel policies. We are committed to 
the fair treatment of staff, to equal opportunities and to the best standards of staff training and development. 

The Society recognises the important role the sub-post office network has for the future success of the Bank 
and intends to look closely at opportunities for cementing and enhancing the existing business relationship. 

I trust this provides the infonnation you require at this stage. 

1st June 1989. 



Examination of Witnesses 

Mr Ken Young, Vice-Chairman and Member for Personnel, Mr Clc«e, Member for Finance and 
Corporate Planning, Mr Cockburn, Managing Director, Letters, Mr Nelson, Managing Director, 
Parcels, Mr Roberts, Managing Director, Counters, Mr G M Williamson, Managing Director, 
Girobank, The Post Office. 



Chairraan 

37. Mr Young, we are pleased to welcome you 
here this morning with your team. May I first say 
how sorry I am to hear of the illness of your 
Chairman? We wish him well and a speedy recovery 
from a very serious operation which he has had in the 
last few days. Will you convey our compliments to 
him? Will you be kind enough to introduce your team 
first of all so that we know who is who? 

(Mr Young) Thank you, Mr Chairman. On my left 
is Mr Bill Cockburn, who is Managing Director of 
Royal Mail Letters. On his left is Mr Nick Nelson, 
Manapng Director of Royal Mail Parcels. On my 
immediate right is Mr Richard Close, Board Member 
Corporate Finance and Planning. On his right is Mr 
John Roberts, Managing Director of Post Office 
Counters and on his right is Malcolm Williamson, 
Managing Director of Girobank pic. 

38. I wonder whether we can begin with 
investment. We always have to find out what is going 
on and I wonder whether you can say how you regard 
the present system, of investment in the Post Office. 
It is a hardy annual question from us to you, but how 
do you see it today? 

(Mr Young) We are embarked on quite the largest 
investment programme in the history of the Post 
Office with a plan for the next five years, representing 
a growth in real terras over anything that we have 
done previously. The plan of the Post Office is to 
invest £1 -3 billion over the next five years. That is 
needed to sustain the programme of growth that we 
anticipate for our services, certainly on the mail side. 
We are expecting to spend about 45 per cent, to 50 
per cent, of that vast sum on uprating our facilities, 
mainly accommodation. About 25 per cent, of that 
will be spent on maintaining and extending our fleet 
of vehicles. We have about 32,000 vehicles. About 16 
per cent, will be spent on information technology in 
various forms and about 10 percent. wUl be spent on 
plant and equipment— mainly mechanised plant and 



equipment. We are embarking on a major 
programme in the years ahead to cope with growth 
ahead. 

39. Has that been approved by the Government? 

(Mr Young) We are in discussion with the 

Government. We certainly do not anticipate any 
difficulty in getting support for that. I base that on 
two things; fu« t the nature of the discussions with the 
Government about the future and, secondly, on the 
past record. I think that our Chairman, when we 
appeared before you in January 1988, explained that 
only once in the last 10 years had the Post Office 
investment been depressed by the external financing 
limit. That was in 1985-86. In each year since then, we 
have been able to invest all that we judged we could 
cope with and all that we could absorb to meet the 
needs of the business. The historical record gives us 
additional confidence that we can get support for 
future needs. 

40. But your external finance limit has increased 
over the last financial year. 

(Mr Young) Yes, it has, but the record suggests 
that we can accomplish our investment needs within 
the EFL regime, to which we work. We have not 
found the EFL regime particularly restrictive from 
that point of view. 

41. But you are about lOpercent. below target on 
profits. Will you revive that? 

(Mr Young) I am sorry— 

42. Your operating profit was £66-6 million and 
that is £6 million under the target that you had set 
yourselves. Therefore, you are looking for a lot of 
self-g«ierated investment resources, 

( Mr Young) The profit in the year just ended was 
below target, as you say. That was due entirely to the 
national postal strike last September. The growth 
enjoyed by the Letters businesses means that we are 
making a good recovery from the inevitably 
disruptive effect of the autumn strike. The Letter 
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Mail business grew last year, notwithstanding the 
strike, by more than 3 per cent. We had budgeted for 
about 4 per cent. 

43. How do you see that growth continuing? You 
plan to invest £250 million a year over the next five 
years and how do you see that growth continuing? 

(Mr Young) If I may, 1 will bring in my colleague, 
Mr Cockburn on that. All the market research that 
we have undertaken and the evidence from the 
United States experience points to the growth being 
there. Provided that we can maintain an efficient 
operation, control costs effectively, limit prices, the 
growth is there. If I may, Mr Chairman, I will ask Mr 
Cockburn to elaborate on that. 

44. Only as an aside: not, we trust, in junk mail. 

(Mr Cockburn) The growth rate is 19 per cent. 

over the next five years. We have been growing at 
about 5 per cent, per annum in recent years, so we are 
expecting a 19 per cent, growth. Much of that growth 
will be in direct mail advertising, which is proving to 
be very cost effective to the users of the mail and of 
course it is competition with other forms of media 
projection, notably television, radio and press. 

45. So you are confident that you arc in a good 
business that will enjoy making profits. 

(Mr Young) Yes, we have just announced a 
subsidy-free profit for the 1 3th successive year and 
we are, therefore, not w ithout a degree of confidence 
and we are certainly optimistic that we can maintain 
that trend. 

Chairman: Mr Hoyle? 

Mr Hoyle 

46. If you say that you are in such a good position, 
why do your figures — or at least the figures published 
by the Post Office Users’ National Council — show 
that, far from getting anywhere near your figure for 
first-class mail posted one day and delivered the next, 
they are getting worse. 

(Mr Young) I do not think that we accept 
Mr Hoyle’s statement that they are getting worse. We 
have recently changed the quality of service system of 
measurement, but I should like to comment first on 
the system with which we have all been familiar for a 
number of years. The trend of quality of service 
accross the Post Office as a whole was gradually and 
steadily upwards for first-class post. I think we 
contend that the quality for second-class post is 
about the highest it has been for about a decade. Of 
course the postal strike badly dented the quality of 
service performance. We have, however, with the 
assistance of and the recommendation of the Users’ 
Council, recently introduced a new measurement 
system, which is much more aligned with the 
experience of customers — the end-to-end measuring 
system from pillar box to doormat — 

47. Which was a sensible way of doing it. We have 
gone over this when you have been here previously. 
The old system was meaningless. 

(Mr Young) Certainly the old system was 
statistically valid, but I agree that because it was 
essentially based on national averages, which were 
outwith the experience of many individuals, the 
present system is much more meaningful. Not only 
does it enable us to identify much more precisely the 



blackspot areas in terms of the quality of service, it 
enables us to target our district managers to achieve 
quality of service improvements in a more realistic 
and effective way than was possible hitherto. 

48. But all 1 am saying is that using the new 
measurements — I have the figures of 79-2 per cent, 
and 72-2 per cent, respectively for first and second- 
class post — you cannot be satisfied with those results. 

I am not using the old measurements, but the new 
measurement is from the postbox to the letterbox. 
What are the figures which you are aiming for? You 
cannot be very happy with the figures that I have just 
given you, can you? 

( Mr Young) 1 will invite Mr Cockburn to answer 
that. 

(Mr Cockburn) The new end-to-end system has, 
as you say, been discussed here before. Mr Maxwell- 
Hyslop engaged us on the subject before. We now use 
independent researchers. That represents a 
substantially higher investment for us. It costs £3 
million a year to undertake that research and it is 
much more costly than it was before. However, we 
regard it as good value for money. Regarding the 
target, you must bear it in mind that we are talking 
about a different measurement. The old target of 90 
per cent, next day was in the context of the old 
measurement. In the context of today’s 
measurement, we have now targeted each of our 63 
districts under three categories of mail: they are 
posted and delivered within the district, posted and 
delivered to the adjacent districts and the long 
distance. We target each stream separately for each 
district. In our Report and Accounts, we now make 
a full disclosure of performance for every district and 
every category of mail. This year shows an 
improvement in each category. Generally, there is a 
3 per cent, improvement this year. To put that into 
perspective, it shows the highest rate of performance 
that we have achieved in any single year— nearly 
three times greater. The Users’ Council, with whom 
we have discussed these figures, accept that they are 
challenging and we are making a positive step over a 
number of years to improve the service in every 
district for every category of mail. To do that, we set 
challenging but credible targets for our local 
managers. That is backed up by a whole series of 
other measures, which I should be glad to explain. 

49. Before we go into those, could you explain 
your targets for mail to be delivered in the same 
district, in adjacent districts and long distance 
deliveries? What are the targets that you are trying to 
achieve? 

(Mr Cockburn) The targets vary from district to 
district. Our approach is to get away from global 
national averages which are positively misleading. 
Because it is an average for the country as a whole, it 
does not represent the service in any one place. What 
we have done here, which we think is more relevant 
and the Users’ Council agrees, is that by disclosing 
the service as it is, district by district, we then target 
an improvement in that district. In general terms, we 
are looking for a 3 per cent, improvement, unless the 
district already is on target, and some of them are. 
For those which are way below target, we have set a 
more stretching objective. 
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50. I am looking for figures. We can talk all round 

this with targets and averages. Let us have the 
figures. 

(Mr Cockburn) I shall quote some examples. In 
Cambridge for the year 1988-89 the within-district 
performance was 86 per cent. The target that we have 
set is for a 3 per cent, improvement. The local 
manager and his team arc committed to producing 89 
per cent, for the within-district. For the neighbouring 
districts, his performance last year was 71 per cent. 
Again, we have set a 3 per cent, improvement. We 
have done that for each district. 

51. I understand that. But carry on. You referred 
to the adjacent districts. What about the longer 
distances? 

(Mr Cockburn) In the case of Cambridge the 
result was 60 per cent, for long distance. 

52. That is not very good. 

(Mr Cockburn) We readily accept that in some 
districts — 

53. We are now perhaps getting down to realistic 
figures, which we were not being given before. If an 
envelope is handwritten rather than typewritten and 
the postal code is put on it, will that be seen as first- 
class mail that can be delivered within those targets? 

(Mr Cockburn) Certainly. 

54. I think that you will agree that those figures — 
and they were for one of your better districts — show 
that there is room for improvement, especially for the 
long distance. 

( Mr Cockburn ) Cambridge is one of the areas that 
is struggling. We find that some districts are quite 
good while others are struggling. Those that arc 
struggling tend, in general, to be clustered around 
London and the South East. 

55. Can you give me figures for one of your worst 
districts? 

(Mr Cockburn) RedhiU is one of our districts 
where we find acute staffing problems, We have 
difficulty in recruiting and retaining staflf— and that 
problem is shared by other employers in the area. 
The within-district figure for Redhill is 64 per cent. 
That is certainly not good enough. We have targeted 
them to improve by 1 0 per cent. The adjacent-district 
figure is 59 per cent, and we have targeted for a 10 per 
cent, improvement and the long-distance figure of 54 
per cent, and we have targeted for a 6 per cent, 
improvement. We recognise that there are 
blackspots. The merit of this form of measurement is 
that it enables us to identify problem areas and to 
agree a programme of improvement with the local 
manager, to set a stretching target and to underpin 
that with spOTfic measures. For example, a recent 
agreernent with the UCW, means that we will invest 
£30 million in pay supplements for London and the 
South East and that will enable the manager in 
Redhill to pay about £15 a week extra to his new 
postmen. We hope that that, together with the other 
measures that we have taken, will enable him to 
provide a more reliable staffing base to support the 
service and the improvements that we arc all seeking 
to achieve. 



Chairman 

56. Redhill had one of the first automatic sorting 
offices, had it not? 

(Mr Cockburn) Redhill has a new mechanised 
centre, which we opened last year near Gatwick. 

57. I think that what Mr Hoyle and I are 
interested in is the parameters that are holding you 
back from achieving what the public expect and 
need. 

(Mr Cockburn) There are a number of reasons, 
but I suppose that the principal reason in the case of 
Redhill is the unreliability of the staffing base. There 
is a high turnover of staff in Redhill. It is not the 
worst, The worst is in High Wycombe which has a 90 
percent, staff turnover. With high turnovers of 50, 60 
or 90 per cent., it is difficult to achieve targets. 
Machinery is very fine, but it is the local knowledge 
for the delivery of mail which is important. Of course, 
that cannot be mechanised so easily. To provide a 
reliable staffing base is the top priority in 
underpinning the service improvement programme. 
Some of the measures that we have taken and the 
substantial investments that we have made in the 
extra payments are designed to achieve that. 

Mr Hoyle 

58. I have two other questions. First, is it true for 
local sorting offices that the local manager’s budget 
is so strict that if be had sudden surge of work, he 
couldnot take on extra staff and that very often in the 
middle of the week, mail bags are piling up in the 
comer? 

(Mr Cockburn) No, certainly not. The way our 
budgetary system works is that it is a flexi-budget. At 
the start of the year we discuss vrith the local manager 
the likely level of workload against a level of 
resource. If we find that the workload is higher due to 
a surge of postings, his budget is flexed to 
accommodate that growth. If he gets a sudden surge 
of mail in, say, Redhill, Reading or some of the other 
difficult areas, even though the budget may be flexed, 
it may be difficult for the manager to find extra stafi' 
exactly when he wants. So that naturally puts 
pressure on him. It is not because his budget says that 
he is not allowed to take on other staff. It is quite the 
contrary. He is encouraged to staff up to aclueve the 
service objective. 

59. I have one last question. Some years ago, when 
the volume of mail was smaller, you cut down on the 
number of sorting offices. As far as 1 know, you have 
not increased the number of offices, despite the 
increased volume and that means that many arm 
may have antiquated methods. Is it not time to revise 
that and consider whether you have enough 
mechanised sorting offices? 

(Mr Cockburn) There was certainly a gloomy 
picture in the 1970s whereas there has been a 
considerable growth in the 1980s. As the Vice- 
Chairman mentioned in his opening remarks, we are 
looking very hard at growth and how we should 
respond to that growth, as a consequence of which 
we have the biggest ever capital investment 
programme within Letters. There will be an 
investment of nearly £1 billion in Letters over the 
next five years, most of which will be spent on new 
buildings, machinery and transport. Those are the 
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resources necessary to respond to the challenge of 
growth, which we are keen to see. 

Chairman: Dr Gilbert? 

Dr Gilbert 

60. I am interested in page 49 of your Report and 
Accounts and some of the statistical discrepancies 
within areas. Can you explain why the ECl to EC4 
districts in London have a 57 per cent, success rate 
for mail to distant districts and Wl, WCl and WC2 
have a 72 per cent, success rate? Why do you have this 
enormous range? I prestime that those are average 
figures for those districts. The range between 
individual offices is even greater than that reviewed 
by those figures. 

( Mr Cockburn) 1 readily accept that there is not 
an obvious rational explanation of the differences. 

6 1 . I am not making that point at all. I am asking 
you a question. There may be a rational explanation, 
but I do not know it. 

(Mr Cockburn) We would not target these 
districts for radically different service performances. 
We would expect districts, such as the ones that you 
have mentioned, to have the same performance. The 
fact that they have not got the performance and that 
the difference between them is greater than the 
statistical variation in the statistics, it is a matter of 
concern. That is why the merit of this approach 
enables us to focus much more precisely than we have 
been able to do in the past, in looking at these 
differences in targeting improvements. It could be 
that the community of interest of the customers of 
that group regarding long distance mail may be a 
factor. For example Wl and W2 tend to have the 
head offices of many major companies. Therefore, we 
are measuring their outgoing mail to the rest of the 
country. There may be a community of interest there, 
which is perhaps different from the City, which may 
explain the diffierences. 1 do not think that that is 
satisfactory. We want to probe much more precisely 
into the differences and to get the performances 
much closer. 

62. I am obliged for that answer, but may I press 
you on this point? ECl to EC4 covers the City of 
London, I believe. 

(Mr Cockburn) Yes, it does. 

63. That area contains big finance houses with 
branches throughout the country. There you have a 
fall away from within-district of 82 per cent, to 
distant districts of 57 per cent. That is a drop of 
nearly 25 percent, whereas within Wl and WCl and 
WC2, the drop is only 10 per cent. Is that really 
explained by what happens in the original office 
where the mail goes to? What is the explanation for 
these enormous variations? There must be a reason 
for it. 

( Mr Cockburn) There could be a whole series of 
reasons for it. As I was explaining, there could be a 
community of interest point. I do not think that that 
fully explains it. Remember we are talking about 
longer distance mail going all over country and that 
excludes the local mail. So clearly, the proportion of 
mail which goes from the City to perhaps the more 
remote areas could affect the statistics. We are 
certainly not in anyway satisfied with the 
performances from some of our districts to other 



parts of the country. That is why by using this 
methodology, we can then focus much more 
precisely and by our inspection methods and 
investment in transport systems, we can over a period 
target our managers in those offices to achieve an 
improvement. 

64. For those areas where you have a nil target, 
you are quite content that there is no need to improve 
your services, once you reach the given target? I cite 
Birmingham, Leicester, Shrewsbury, Bradford and 
Leeds. They are getting a good service at ffic 
moment, but you have no desire to motivate your 
staff to improve on what they are doing. 

( Mr Cockburn) We have a very strong desire to 
improve services. 

65. Why then do you set them a nil target? 

( Mr Cockburn) us take Birmingham as a case 

in point. We are saying that the service within the 
district is already 91 per cent, which is fine. 

66. You say that that is fine. 

(Mr Cockburn) The target that we would be 
aiming for within a period of five years is that in the 
within-district column and the two neighbouring 
districts column it should be 90 p>er cent. We should 
like to see as many as possible up to that level. That 
can then be a platform for further improvement. The 
manager at Birmingham has got his work cut out to 
improve services within the neighbouring districts 
and to longer distance places. He does not have an 
easy task by any means. 

67. I am not trying to score a i>oint. I am trying to 
get some information. To what extent is it the fault of 
the man in Birmingham that only 69 per cent, of his 
mail to distant districts arrives the next day? There 
are other links in the chain. Why do you stick it all on 
the man in the originating post office? 

{Mr Cockburn) We want to create circumstances 
whereby our local managers take ownership of their 
service objectives. The local manager first and 
foremost will control the local service, because that is 
within his own patrol. Looking to the others, we 
want him to work more closely with his other peer 
group managers, so that among them they are 
agreeing measures to improve the service. At the 
same time, when they are relying on British Rail, we 
would expect local managers to have a relationship 
with our suppliers of transport. Incidentally, in that 
respect, 1 should mention some of the investments 
that we are making to help our local managers to 
respond to our improvement challenges. We are 
investing in more transport. We are saying that mail 
posted and delivered within a district should be 
carried by our own transport. For mail posted for the 
neighbouring districts, we want to see a much higher 
proportion transported by road and we are making 
investments accordingly. That represents about 50 
per cent, of the mail. If we can get that mail into our 
delivery offices by, say, midnight, which is about 
three bouts earlier than is the case with British RaiL 
it enables our local managers to smooth out the 
processing peak more easily and to achieve the 
service objectives. At the same time, we have invested 
in more air services to carry more of our mail by air. 
We think that these two initiatives will help to 
underpin the improvement targets which the Users’ 
Council have agreed with us and have identified as 
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being challenging, stretching and acceptable for the For example, within the whole of Plymouth or the 
year in question. Inverness district for that matter — 



68. Well, I hear what you say. There does not seem 
to be much incentive, even for the good managers of 
Sheffield and Plymouth who achieve 94 per cent, for 
local next-day deliveries, to say that you do not 
expect any improvement for next year. That is what 
your figures suggest. 

(Mr Cockbum) If you look at page 49 there are 
very few zeros in relation to threes and tens. There is 
no manager who has no improvement target. By 
historical standards, this represents quite a challenge 
for the year ahead. There is a strong commitment 
within the business to achieve it, too. 



Chairman 

69. Do you ever look at city pair situations? As Dr 
Gilbert said, the onus is put, in your allocation, on 
one particular place. For instance, do you look at city 
pair situations between Birmingham and Leeds, 
between Birmingham and Redhill or between 
Birmingham and Bristol? 

(Mr Cockbum) The next stage of our 
measurement is to identify the key cities and to 
measure service on the same basis between the cities. 
If you turn to page 1 1 of the Annual Report, you will 
see that we want increasingly to communicate the 
service objective to our customers. We will be 
sending to every household in the country from 
September a postal planner — I have some copies, 
which 1 should be glad to leave behind— with a 
service map which shows customers, according to 
where they arc, when they should post to achieve a 
high assurance of delivery for the next day. The 
leaflet also identifies key city routes and again 
advising customers when they should post. The 
whole emphasis of our approach is to take the 
gamble out of service; to be much more informative 
to our customers, and to advise them when they 
should post in the day to achieve a higher assurance 
of next-day service. I hope that by working in 
partnership with our customers, we can see a strategy 
for the improvement of our service. 

Chairman: Mr Maxwell-Hyslop? 



Mr Maxwell-Hyslop 

70. I should like to stay on this track, Mr Young. 
Page 49 shows 63 postal districts. Under the South 
West, there is no entry of a city in Cornwall. Is that 
because letters posted anywhere in Cornwall are 
included in the Plymouth figure? 

(Mr Young) I will have to turn to my colleague. 

(Mr Cockburn) Probably. 

71. I am not asking about probabilities. I am 
asking about certainties and accurate evidence. 

(Mr Cockburn) 1 am sorry, I cannot explain 
precisely at this point the geographic area covered by 
Plymouth Certainly that cluster of district officers in 
that area does embrace the whole of the South West 
Pl^outh and Exeter are the principal offices in that 

72 None of which is in Cornwall. My question is 
what hgures apply to Cornwall. 

{Mr Cockbum) All the area covered by the district 

has the service objective shown against the district 



73. I am not asking you about Inverness I am 
asking you about Cornwall. As no town or city in 
Cornwall appears in your list, does Plymouth cover 
the whole of Cornwall? Clearly Bristol or Exeter does 
not. Must it oot be the case? 

(Mr Cockburn) I think that that probably is the 
case. Perhaps we can confirm that to you in writing 
Chairman: We should be most grateful if you 
could. ^ 



Mr Maxweli-Hydop 

74. Bristol is the regional capital with Central 
Govemraent regional offices located there, but we see 
the deplorable fact that only 55 percent, of first-class 
letters were delivered to distant districts last year, 
distant meaning one not adjacent, including London! 
How long does it take by rail— ran hour? 

(Mr Cockburn) It depends where you are going. 

75. To London. 

( Mr Cockburn) An hour and a half. 

76. It is on the main railway route to the Midlands 
and the North. 

(Mr Cockburn) Yes. 

77. Why does Bristol, along with Inverness and 
Aberdeen, have a rock-bottom service? What are the 
characteristics at Bristol which mean that 45 per cent, 
of letters posted there will not arrive next day further 
than in adjacent districts? 

(Mr Cockburn) The first thing to say about it is 
that it is the fact that we have now identified it and 
that is why we have targeted that particular category 
of mail to have a 5 per cent, improvement. 

78. When, according to your targets, will it reach 
the acceptable 90 per cent.? 

( Mr Cockburn) What we have discussed with the 
Users’ Council is that within a period of five years we 
should achieve 90 per cent, within the district and to 
neighbouring districts. The longer distance is 
another proposition because that implies much 
bigger investments for transport and so on. We have 
not yet agreed what the ultimate target should be for 
that area. 

79. When can you expect to come to an 
agreement? 

(Mr Cockburn) It is something that we are 
constantly reviewing. Our first priority is clearly to 
achieve these improvement objectives. 

80. You arc constantly reviewing when you expect 
to come to a review? 

(Mr Cockbum) No. We are constantly reviewing 
the investment and the measures that we are taking 
in order to underpin the service improvement 
programme. 

81. But my question was, when do you expect to 
come to a view on when you will have a target. 

( Mr Cockburn) 1 am sorry. We do have a target. 

82. Good. What is your target to bring that 50 per 
cent, up to 90 per cent.? 
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(Mr Cockburn) We have not yet accepted that 90 
per cent, would be an appropriate target for long- 
distance mail. 

83. When do you expect to arrive at an 
appropriate target — for the third time of asking? 

(Mr Cockburn) The approach that we have had is 
to set specific targets for each year ahead and to 
discuss and agree these with the Users’ Council. The 
figures that you see listed on page 49 are the targets 
for the year for our local managers. For next year, we 
would similarly set new targets of improvement for 
that year ahead and so on over a period of years. 

84. For Exeter, which has only a deplorable 59 per 
cent, for other than adjacent regions, you are content 
to achieve only 62 per cent, of first-class mail being 
delivered on average outside the adjoining district. 
Do you regard that as satisfactory? 

(Mr Cockburn) I do not actually. I should 
certainly like to see a much better performance. But 
realistically looking to the year ahead and balancing 
all the things that our managers have to do and 
looking realistically at what we have achieved in the 
past, we think that in the case of Bristol and the other 
offices that to look for an improvement in a single 
year of 5 per cent, represents a challenging target for 
that year. That does not mean to say that we are 
content. 

Chairman 

85. You are talking about challenges and reviews 
and so on. In your budget, I presume, you write down 
a number, such as 5 per cent. 

(Mr Cockburn) The numbers you see are the 
numbers that local managers are committed to. 

86. We are trying to define exactly where you want 
to go and know that you are going for a target which 
you can achieve. What I am really saying is that we 
would like numbers, not reviews. 

Mr Maxwell-Hyslop 

87. If any of your customers go to the post box at 
your sorting office in Exeter down by the station, it 
clearly states that the last time of posting by first- 
class mail for first delivery in London next day is 
9.30. That is untrue. The true statement would be, 
“we expect 59 per cent, of the letters to be delivered”. 

(Mr Cockburn) That 59 per cent, is an average, 
covering all the rest of the country, including 
London. Again, that is an average covering all the 
districts, including the long distance ones. 

88. But all the times are listed and the claim is 
made that if you catch the 9.30 post, you can expect 
it to be delivered in all those listed places by first 
delivery the next day. That is an untrue claim, is it 
not? Why does it not say that you have a 59 per cent, 
chance — or just about even money?To put it another 
way there is more than a 40 per cent, chance that it 
will not be. So that if it matters to someone that his 
letter arrives by first delivery next day, he should not 
rely on that list. Is it not a spurious and dishonest 
claim? 

(Mr Cockburn) We accept the need to be much 
more informative and helpful to our customers than 
we have been in the past. Indeed, the postal guide, to 
which I referred, will be sent to all 24 million 



households from September. It gives much more 
information about the service than anything that we 
have done before. It begins to address precisely the 
point that you have made. It advises customers, 
wherever they are, when they should post on the day 
to get the high assurance of a next-day delivery. 
Clearly, the further it has to go and the more rural the 
location, the earlier in the day the posting needs to 
be. Similarly, we are showing major cities. So we 
certainly expect that the performance to London, 
Manchester and Birmingham will be better on 
average than the longer distance districts, for the 
reason you mentioned. There are better transport 
facilities and so on. What we are beginning to do is to 
disaggregate this and to give much more informative 
information to our customer to remove the gamble 
factor. 

89. Good. Let us take the Exeter figure. Is that 59 
per cent, from the Exeter sorting office to a delivery 
office the other end or is it the new figure that, after 
years of pressing from this Committee and others 
you are now adopting, means the actual posting to 
delivery? 

(Mr Cockburn) It is the latter. Sir. 

90. Good. Now one of the main customer ways of 
checking whether mail has or has not been collected 
from a box, when it was supposed to have been 
collected, is the tag. You will be aware that I have 
corresponded with your Chairman on this matter. 
Your chairman ascribes the absent* of tags to wicked 
vandals who steal them. If you believe that excuse 
yourself, had you not better reinvent the wheel 
because that did not happen when the tags were made 
of metal? It could not happen. It has only occurred 
since the Post Office adopted little flexible plastic tags 
which you can take out with a fingemail. If that is the 
true excuse, why don’t you therefore go back to metal 
tags which cannot be pulled out by the wicked 
vandals with a fingernail, to whom you ascribe this 
misfortune that you are unable to overcome? 

(Mr Cockburn) I entirely agree with you about 
the importance of these tabs. At the main board 
meeting only yesterday, we were discussing 
proposals for improving service, specifically in 
collection and we see the crucial importance of tabs 
and the means to control them much more precisely 
than we have done in the past. 

91. But are you going back to metal tags? 

(Mr Cockburn ) If that is necessary, we will do so. 
But we accept that we need to publish the 
information to our customers and for us to control— 

92. But if you believe that the reason the tags are 
missing is that they have been plucked out, as your 
Chairman suggests, why do you have to discuss any 
longer at your main board meetings this taxing 
question of how you prevent plastic tags from being 
pulled out with finger nails? How many main board 
meetings do you need to hold before you come to the 
obvious conclusion that you revert to tags which 
cannot be pulled out? 

(Mr Young) Mr Chairman, perhaps I can 
intervene. The main board yesterday did not 
specifically discuss metal or plastic tags. It did, 
however, as my colleague indicated, discuss the likely 
need to expend a further substatial sum to bring 
about improvements in the collection end of the 
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whole operation. No doubt we will embrace the 
specific question that you are raising ^ part of a 
wider exercise. 

93. It is a point which I raised some time ago with 
your Chairman and it means that you will get around 
to dealing with it. 

Chairman: We look forward to your board 
embracing metal tags. They are very picturesque. 

94. I am glad Sunday collections will be 
inaugurated. What is your time programme for 
covering the United Kingdom mainlands with 
Sunday collections? 

IMr Cockburn; The programme that we have 
announced is that starting in October of this year, we 
will start the programme with five districts. They are 
the Edinburgh, Newcastle, Darlington, Belfast and 
Cardiff districts and that will be followed in the New 
Year by another five districts. The idea is that we will 
have a rolling programme so that all being well, by 
the end of 1990, we will have introduced Sunday 
collections throughout the UK, in the way that we 
have described, which is to do the collection at the 
Post Office. 

Mr Maxwell-Hyslop: Thank you very much. 

Chairman: Mr Crowther? 



Mr Crowther 

95. I am sorry, but I need to take us back to this 
awffil thing called the negative external financing 
limit, which is a way of describing the money which 
the Post Office has to hand to the Government out of 
the profits h has made from its customers. I was 
noticing that in the Chairman’s report on page 5 — 
where it is described as an interest-bearing loan, 
which is a rather euphemistic way of describing — the 
contribution was £127 million agaiMt a target of 
£104-8 million. I should like to know why the target 
rose to £104-8 million when the Minister said, when 
we discussed it with him on 17 February last year, the 
target for the then coming financial year, namely 
1988/89, was £97 million. First, I should like to know 
why the target went up and who put it up and 
secondly, having put the target up, we then finish up 
with an additional £22-6 million being added to it at 
the end. 

(Mr Young) Perhaps I can try to comment on that, 
Mr Chairman. I may need to bring in my finance 
expert, but I shall try to answer Mr Crowther’s 
question. The EFL target for the postal businesses 
was £97 million. Quite separately from that there was 
a target of £7-8 million for Girobank, which meant 
that for ihe group as a whole the target was £104-8 
million. The £97 million refers to the whole of the 
Post Office, excluding Girobank. When it comes to 
companng outturn at the end of the year with the 
target, then it is true that we over achieved the £97 
million because we delivered £102 milUon. The 
explanation is perhaps in two parts. First, when you 
are dealing with such a vast business as ours, with a 
turnover of virtually £4 billion, it is extremely 
difficult to be so precise to within a few million 
pounds what will be achieved. In the event, we 
marginally exceeded. This is my second poinL The 
impact on the EFL of reduced profit because of the 
stnke more than offset marginally by asset sales 
and by tight control of working capital. But we could 



not so manage our affairs as to produce precisely an 
achievement on target. But we were very close to it 

96. So that what it amounts to is this; if you 
actually make more profit, you are not allowed to 
keep it, you have to hand it over to the Government 
Is that a fair summary? 

(Mr Young) Yes, in the form of an interest- 
bearing loan. 

97. I accept that it is an interest-bearing loan, but 
could you, if you had commercial freedom, invest it 
more profitably? 

(Mr Young) I can only recall to you what Sir 
Bryan said the last time this question was raised. The 
answer is yes. However, it is a qualified yes. The 
qualification is that were we a normal private sector 
business, no doubt we would have to give a return to 
shareholders, which, given the size of our business, 
would be no less and perhaps significantly more than 
the negative EFL target that we work to and that is 
an interest-bearing loan. It is not a gift. 

98. So presumably you are picking up a 
substantial interest from these amounts which, over 
10 years, come to £671 million. 

(Mr Young) That is true. 

99. How many employees are there in the Post 
Office organisation in all? 

( Mr Young) There are 206,000 in round terms. 

100. 1 was interested in how much per employee 
you are handing over to the Government. I am 
leading up to the point that had you the use of this 
money and the board was able to decide what to do 
with it — whether you would, as a private sector firm, 
pay it out in dividends or whatever — ^would you be 
able to use it in such a way as to alleviate the staffing 
problems, for example? Would you be able to 
overcome some of these problems, which have just 
been discussed at ^eat length by Mr Maxwell- 
Hyslop? Could you improve the service, one way or 
another, if you had the freedom to use this money as 
you saw fit? 

( Mr Young) The answer would have to be yes. 

Chairman 

101. Have you made a request to that end, 
because we have explored this matter with other 
national organisations in the past. All the time we 
wme across the inability of the leadership of the 
organisations to have the flexibility that any normal 
business would insist upon. Have you discussed this 
with the Treasury or with the DTI? 

(Mr Young) The finance function has 'been 
discussed repeatedly with the DTI and the Treasury. 
I shall ask my colleague, Mr Close to elaborate on the 
workings of the EFL system, if I may, Mr Chairman. 

(Mr Close) The EFL is potentially a constraint to 
the extent that it would harm us in our capital 
investment. If we agree with Government to spend 
£1-3 billion on capital investment over the next five 
years, and that that is contained in our EFL targets, 
the EFL is not constraining us. To the extent that it 
could be expended on something else, such as our 
people, the answer is, of course, yes. But one should 
not focus on the EFL. All other Government targets 
require a level of return for the Post Office — either a 
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return on turnover in the past, or return on capital 
employed in the future. To the extent that you have 
those kind of targets, like any business, you are going 
to impact those targets by taking out £500 million or 
£600 million for spending on such matters as the 
work force. 

Chairman; Mr Hoyle? 

Mr Hoyle 

102. I wish now to turn to industrial relations. 
Would you say that they are getting better or getting 
worse? From the figures, they appear to be getting 
much worse. 

(Mr Young) I am not sure, Mr Chairman, which 
figures Mr Hoyle has in mind. If the figures relate to 
the number of disputes or time lost through 
industrial action, they have dramatically improved. 

103. I put it to you that in the Letters business 
during 1987 there were 116 disputes with a total of 
61,452 working days lost. In the 12 months to March 
1988, there were 219 disputes, with 66,797 working 
days lost. In the 12 months to March 1989, there were 
278 disputes with 1,164,528 working days lost. Those 
are the figures that I have in mind. 

(Mr Young) I do not disagree with the figures that 
you have quoted. My statement referr^ to the 
dramatic change in the figures since the national 
postal strike last year. I am not in the least bit 
sanguine or complacent about the situation. But I 
hope that that strike may prove to be a watershed or 
a turning point for the stability of working relations. 
Since the strike, there has been a dramatic change for 
the better. If, for example, I compare the most recent 
six months period, for which we have figures 
covering January to June this year, and compare it 
with the figures for January to June last year, in the 
Letters business the time lost through industrial 
action is running at 9-38 per cent, of what it was a 
year ago. For the Post Office as a whole, it is 1 1 per 
cent, of what it was a year ago. If I extrapolate from 
those January to June figures and annualise them, 
then it is the case that the figures are the lowest since 
1980. 1 did say that I am not either complacent or 
sanguine, but it is an encouraging trend for the 
betler. 

104. Would you be surprised then that your 
optimism is not shared by the UCW, as they outlined 
in their submission to us? Why then, if things are 
improving so much, are the UCW recommending 
that there should be a independent joint inquiry into 
industrial relations? They are quite prepar^ to put 
all their cards on the table. Why do you think that 
they have suggested that if things are so happy and 
rosy as you describe? 

{Mr Young) I have not described the situation as 
happy or rosy. I am, however, quoting the current 
trend of time lost through industrial action. That, 
happily, represents a significant improvement. As for 
my view about the union’s request for an 
independent inquiry into industrial relations it 
and this view is shared by the whole board — that it is 
not the appropriate way of dealing with problems 
that doubtless exist. We believe that it is not merely 
possible, but it is incumbent upon both parties, the 
Post Office and the union, to sit together and tackle 
jointly the problems that may create difficulties in 



industrial action terms and certainly have an adverse 
coni^uence on service. We believe that the two 
parties have got to be capable of resolving differences 
and implementing solution.s. If, for example, I can 
recall the advice of a Committee of Inquiry in 1971, 
the year before I joined the Post Office— the 
Hardman Committee of Inquiry, set up to examine a 
pay dispute — it recommended the setting up of a 
joint working group in industrial relations. By joint, 
it meant of course the management and the unions 
sitting down together to discuss and tackle whatever 
industrial relations problems they shared. I joined 
the Post Office in 1972, it was my responsibility and 
privilege to chair that joint working group on 
industrial relations. It was absolutely right that the 
two parties should dischage their responsiblities in 
that way. We believe that that kind of approach is the 
appropriate way forward. 

105. If matters are such that the UCW wants an 
independent and joint inquiry, they must think that 
things are at a pretty low ebb in industrial relations. 

(Mr Young) Possibly, that is so. It is possible that 
sometimes statements are said, when the actions of 
the parties speak a different story. All I mean by that 
is that if you examine the progress that has been 
made by Post Office managers and Post Office unions 
in collective bargaining, reaching agreements 
beneficial to both sides, then it is difficult to square 
that with the demand for an independent inquiry. 
Since the postal dispute last autumn, I can cite at 
least 40 major national agreements spread across all 
our main businesses, and which are being 
implemented to the benefit of all parties. That does 
not seem to me a relationship or a record that 
suggests the need for an independent inquiry. 

106. I have one last question on this. 1 think you 
agree that both you and the UCW want to see better 
industrial relations. 

(Mr Young) Indeed. 

107. If the UCW thinks that that is the best way 
forward, would you continue to resist an 
independent joint inquiry? 

(Mr Young) Yes I would, because it is ffie 
responsibility of the Post Office board, not of a third 
party. I should like to invite a colleague to add to 
what I have said. Nearly all of the problems that we 
have had have been in the Letters business. If I could, 
Mr Chairman, I should like to invite Mr Cockburn 
to add to what I have said. 

(Mr Cockburn ) Thank you very much. Following 
the strike we certainly on the management side were 
very concerned about the industrial relations. We 
were so before the strike and that is why we met the 
UCW jointly in a workshop situation to identify a 
plan of action to address this. That was very 
productive. We then had the national strike and this 
work finished. Following the strike, we set up a major 
internal review of our own, which we invited the 
UCW to join. We engaged an external adviser to 
work with us to draw on best external practice and to 
be an independent catalyst to this work. 
Unfortunately, the UCW refused to join with us in 
this work. Nevertheless, we have done a great deal of 
analysis and we have identified a comprehensive 
menu of actions that need to be progressed in the 
training area and in internal communications in the 
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way that our industrial relations procedure works, 
the working environment, the recognition 
arrangements for staff long service, employee 
involvement in the process of change, better team 
working and so on. What we would very much like to 
do now, having done this analysis, is to engage with 
the UCW in a comprehensive dialogue to see what 
actions that we can agree to address the major 
opportunities that come up from this work. I put it to 
the General Secretary that in looking at this work, we 
would be perfectly willing to have an independent 
person, jointly selected, to work vrith us as part of 
these discussions, and indeed, the union have agreed 
to such an initiative with the Parcels business, but we 
made the suggestion to the union before the Parcels 
business issue came up. We have written to the union 
and we have reminded them again. They still have 
not given us a response. We would very much like to 
engage the union in a comprehensive dialogue on all 
of these measures that we have identified, which we 
believe could create a much more productive climate 
for the management of the essential changes in a 
greater atmosphere of hannony. That is our 
intention and our wish. 

108. Why are industrial relations so good with the 
Parcels and so bad with Royal Mail Letters? 

(Mr Cockburn) Perhaps it is for others to 
comment. 

109. Has it something to do with the style of 
management in Royal Mail Letters? 

(Mr Cockburn) I do not think so. 

Chairman; Mr Maxwell-Hyslop? 



Mr Maxwell-Hyslop 

1 10. When you fix the number of units that you 
allocate for given types of work for Sub-Postmasters, 
there are two components. One is the amount of time 
you think that it will take to perform that function. 
The other is how much for a period of time you think 
Sub-Postmasters ought to be remtmerated. How do 
pu decide that second component? Do you decide it 
in relation to what you pay your own employees? 

(Mr Young) I will invite John Roberts, who is 
more of an expert in this matter, to answer the 
question. 

(Mr Roberts) Partly, we look at the cost of the 
time, but basically it is in negotiation with the 
Federation. Over the years since 1908, when the 
system started, there are various things which have 
emerged in terms of time for di^erent transactions. I 
think that the fair answer to your question is that the 
starting point is normally a similar transaction and 
what is being paid for that, along with the specific 
expenses or costs to us of running a new transaction, 
if it is a new type of service, 

111. But as you expect your employees to get 
more money each year per hour, do you expect Sub- 
Postmasters to work for more or less per unit of time 
each year. 1 am not asking you about the amount of 
time per unit. 

( Mr ^berts) I expect them to work for more per 
unit of time, which is why each year when we have the 
pay and expenses negotiation, the increase in pay and 
expenses is then read off against the unit scale, 
depending on the size of the office. 



112. Parliament always used to object to the 
device that the Crown adopted to raise money 
without Parliamentary consent, which consisted of 
imposing what was called fines for renewal of office. 

1 understand that, although you are going to call it a 
licence rather than a fine, you have in mind to impose 
fines on incoming Sub-Postmasters. Will not that 
remove the pension capital element of the Sub- 
Postmaster who is retiring? 

(Mr Roberts) You are quite right that we have 
put a proposition to the National Federation, as part 
of a package of change which included a higher than 
otherwise pay increase and some assurance on 
security of tenxire for these offices so that we would 
ask for a fee when an office changed hands. Yes, it 
will be an additional payment, but it will be made by 
the incoming purchaser. We have done that because 
in many places, there is a considerable demand for 
these offices. We would not be doing it in small offices 
or rural offices where that demand does not exist. I 
believe that it will not affect price. I cannot give you 
an honest answer, because we have not implemented 
it. In fact the Federation as yet has not agreed. 

1 13. To save time, would you send us a paper on 
how you see this operating in as great detail as 
possible, bearing in mind that it is removing the 
expected capital sum that a Sub-Postmaster would 
expect to get on bis retirement from the income? 

(Mr Roberts) We are happy to do that. 

1 14. Thank you. Lastly, I should like to ask about 
Girobank. What is the timing that you anticipate for 
the privatisation and what do the Building Society 
Commission's restrictions on the activities that wiU 
be carried out in this office, mean in terms of lost 
opportunity for work compared with your 
expectations? 

(Mr Young) Mr Roberts, on behalf of the board, 
chairs the board sub-committee that is dealing with 
the Girobank sale, so I will Invite Mr Roberts to 
answer that question. 

(Mr Roberts) In terms of the timescale, we expect 
to conclude the negotiations next month. There is 
then the further question, which is not directly in the 
control of the Post Office between the Alliance and 
Leicester and the Building Societies Commission, 
through which they will have to place a designation 
order in this House. There is a certain timescale when 
that order, 1 understand, has to lie in the House and 
may need to be debated. That will add anything up to 
40 days to that process. So while we will finish our 
part next month, after that it will be a question of the 
Parliamentary process before everything comes to an 
end. 

1 1 5. What is the difference in your expwtation by 
reason of restrictions on what the Alliance and 
Leicester want to do as opposed to what it will be 
permitted to do through all your Post Office counters 
outlets? 

( Mr Roberts ) As yet, I am not clear that they have 
set out things that they want to do. The original sale 
prospectus contained a statement that the 
Government will be prepared to look at suggestions 
of widening the powers of Counters Ltd to take on 
whatever work a prospective purchaser wanted. I 
ho^ that they will do that. We will be keen with the 
Alliance and Leicester, as the process finishes, to go 
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to Government and to get whatever restrictions that 
they have imposed lifted so that we can make the best 
out this particular deal. 

Mr Maxwell-Hyslop: Thank you very much. 

Chairman: Mr Hoyle? 



Mr Hoyle 

116. As Girobank is being sold to Alliance and 
Leicester and they will not be able to continue the 
bank’s leasing and commercial lending, 1 understand 
that this has been bought back by you. What have 
you paid for it.? 

(Mr Young) I think, Mr Chairman, it would be 
more appropriate if I invited Mr Close, our finance 
board member, to answer that question. 

(Mr Close) You are correct in your statement. 
The Post Office has’ transferred from Girobank to 
itself, by means of a Section 60 scheme, the leasing 
business which includes the Girobank leasing 
subsidiaries and some other activities, such as some 
deferred purchase assets and hire purchase assets for 
a total of £398 million. 

117. You paid £398 million. I thought that the 
Alliance and Leicester's bid was only £130 million 
anyway. Am I correct? 

(Mr Close) Yes, you are absolutely correct. 

118. You paid £398 million, so how can that be 
commercially justified? 

(Mr Close) Because the £398 million is the book 
value of these assets in the Girobank balance sheet. 
So the transfer is actually neutral to the Post Office as 
a whole. 

1 1 9. That seems very strange accounting to me. I 
think that as a member of the public, we really ought 
to look at this. What has been bid for the whole lot is 
£130 million, the leasing and corporate lending has 
got to come back and you had to pay £398 million. I 
find that remarkable. 

(Mr Close) The Girobank has a balance sheet 
with an excess of £2 billion of assets. What the 
Alliance and Leicester is paying £130 million for is 
the share capital, representing the net assets of the 
bank, obviously, with due regard to its future 
profitability. What has happened with the transfer of 
the leasing business of the Post Office is that a portion 
of that £2 billion asset base, which comes to only in 
excess of £100 million in terms of net assets, which is 
what Alliance and Leicester are paying for, 
amounting to £398 million, is nothing else but the 
book value of these assets in Girobank which are 
being transferred. If you take the Post Office group 
as a whole, these assets are exactly the same before 
the transfer as they were after the transfer. For the 
Post Office, it is completely neutral. 

120. I understand what it was on the book assets 
and I understand what the bid is for the whole of the 
buancss — £130 million. You say that it is a book 
value. Can you say what it has cost you to transfer 
this back to you? 

(Mr Close) The cost to the Post Office of 
transferring the business from Girobank to the Post 
Office is purely the sum of the legal fees surrounding 
it. 

121. You are saying that it was at no cost. 



(Mr Close) No cost. 

Chairman: Mr Crowther? 

Mr Crowther 

122. I have Just one point on the Girobank. My 
recollection is that we were told by the Minister last 
year that bidders for Girobank would be confined to 
pics and that they would not sell to a mutual. Is 
Alliance and Leicester a mutual? 

(Mr Williamson) Chairman, perhaps I can 
answer this. 

123. Well, it is a simple question. 

fAfr Williamson) The Alliance and Leicester 
building society is a mutual. It does have some 
intentions to move to pic status, although I am not 
sure exactly when. That is a question that you ought 
to ask them. But I don’t think that the Minister ever 
stated that mutuals were specifically excluded. 

124. I have not had a chance to check that, but I 
am fairly certain that he did say that which was why 
at that stage in general building societies were being 
ruled out as possible purchasers. I wonder whether 
the Minister has explained why he has now decided 
to sell it to a firm, which at this stage at least, is 
certainly not a pic. 

(Mr Young) Mr Chairman, our only interest — a 
very vital interest — was in ensuring that any 
potential bidder satisfied the criteria which were 
announced at the beginning of the sale process. We 
were so satisfied obviously in the Alliance and 
Leicester case when we accepted their conditional 
offer. 

Chairman: Mr Cousins? 

Mr Cousins 

125. In the event of the Alliance and Leicester 
becoming a pic, 1 assume there would be no question 
of transferring the business that you have just 
transferred back to the Post Office back again. 

(Mr Williamson) The answer is no. The Alliance 
and Leicester woxild have preferred to buy the whole 
business as it is today. TTie fact that they are not 
allowed to do some corporate lending, is something 
that they do not like, therefore we have to find a 
mechanism to get around the problem. But those 
mechanisms will enable the Alliance and Leicester, 
when they become a pic, to have a buy-back 
arrangement to take that business back on to their 
books. 

126. In other words, there is some kind of 
agreement that if and when the Alliance and 
Leicester become a pic, this business that you*have 
just transferred at no net change will be transferred 
back again. What is the nature of this agreement? 

(Mr Young) Mr Chairman, this line of 
questioning covers matters which are commercially 
confidential. Is it something that we could help the 
Committee in a different way? 

Chairman 

127. We should like a note from you on this, in 
commercial confidence, as quickly as possible as that 
would be most helpful. I should like to move now 
lastly on to Post Office Counters. A regrading 
process is progressing, apparently very slowly. I 
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wonder why it is slow. Are there any plans to regrade 
more offices? What will the effect of that be on the 
regrading of staff and, at the end of it all, the 
customers? 

(Mr Young) Thank you, Mr Chairman. Mr 
Roberts will be pleased to answer that. 

(Mr Roberts) I do not think that it is going 
slowly. We announced 240 offices. We have made 
appointments to 100 of them. Already, about 50 have 
been changed. It was always our plan that these 
changes would take the whole of this financial year. 
There are no future plans at this stage. I say that 
because what happens in the future depends on a 
number of matters. We are asked to operate at a 
profit by the Government of between £10 million and 
£12 million. There is very little growth in the 
Counters network. It was half a per cent last year and 
we forecast the sameTor this year. We have said now 
for about two years to the Government that one of 
the ways to do this is to give us additional powers to 
take on other forms of work. We have made 
proposals to them regarding ways we could do that. 
We have not had any decision on that over that 
length of time. If we are not able to obtain additional 
volume and if we are not able to grow and if we are 
still expected to meet profit targets, then the options 
become fewer and fewer. That would mean that I 
would have to look at the costs of the network. I hope 
that there will be no adverse impact on the customer. 

I hope that we shall be able to improve the service. 
We shall improve die training for people who will 
take on these offices. Perhaps I should have said that 
already 50 per cent are ex»staff, because we have 
always made it a point that whenever possible, we 
give them Che first opportunity to take up these 
offices. Those people will have all the expertise. In the 
case of someone totally new, we have put in place a 
range of training mechanisms, from running small 
businesses through to specific mechanisms for 
dealing with Post Office matters. Finally, like any 
retail organisation, we have peripatetic managers 
who visit these offices. They will monitor very closely 
the standard and quality of the service that is being 
given. 

128. Do you expect to be collecting the 
community charge? 

{Mr Roberts) Very much so. We are keen. Jointly 
with Girobank we have just completed going around 
all local authorities in England and wSes. We shall 
be following that up in the autumn with a second 
round of discussions and negotiations with them. At 
the moment, we are collecting just under one million 
transactions each month in Scotland as a result of 
activities there, which has enabled us to deal with the 
community charge in eight out of the 12 regional 
councils and discussions are continuing with two 
more. 

129. Arc you seeking any new powers from the 
Government? 

(Mr Roberts) We are. We are seeking, and have 
been for some time, new powers to deal with 
activities in retail and financial services. We have 
looked particularly at the pensioners market. But 
Government has been saying for two years that it is 
not in a position to give us a decision. 

Chairman: Dr Gilbert? 



Dr Gilbert 

130. In a letter written to the Clerk to this 
Committee on 10 February last year signed by 
Morag McDonald — I shall not read the paragraph 
out at length — the Post Office said that it was 
interested in maintaining or improving the reliability 
of notice plates and collection tabs on street posting 
boxes. Is that still your policy? 

{Mr Cockburn) Absolutely. 

131. Is that also your policy with respect to the 
plates and tabs that appear outside Post Offices? 

{Mr Cockburn) Indeed. 

132. So, if 1 were to tell you of a Post Office, which 
I will not bother you with at the moment, which is 
being modernised and there is no such collection 
tablet on the outside of the Post Office, you would do 
something about it? 

{Mr Cockburn) Yes. 

{Mr Young) Yes. 

133. 1 should like now to draw your attention to 
page 51. I am not clear about your statistics. Mr 
Young, you have told us that you have 206,000 
employees, which is the figure a gains t the group 
total. Then beneath that you appear to have 21,000 
pait'time staff. At the top of that table, you say part- 
time staff arc counted as half. My questions are: bow 
many part-time staff do you have — is it 21,000, 
42,000 or 10,000? or is that 21,000 a subset of the 
206,000? 

{Mr Young) We have 21,000 part-time staff. 

134. Is that in addition to the 206,000? 

{Mr Young) No, they are within the 206,000. 

135. You move very fast with respect to that. 
What are your ultimate targets for part-time staff? 

{Mr Young) I do not think that I can quote a 
figure. We do not have targets expressed in quite that 
way. We are constantly aiming to optimise the mix of 
staffing and to have as much flexibility as between full 
and part-time as possible. We are encouraging that. 
Certainly we would expect in the Counters business, 
for example, an increase in the number of part-timers 
of the order of 2,000 over the next year or so. We do 
not have, as it were, one corporate Post Office wide 
target. 

136. You have had quite an explosive growth, 
have you not? In an answer that Mr Roberts gave to 
this Committee on 27th January last year, he said 
that you would introduce more than 1,000 in the 10 
months since about last Easter. That is Easter of 
1987. All of a sudden it has risen from 1 ,000 within 10 
months to 2 1 ,000. Are my figures wrong? 

(Mr Roberts) Dr Gilbert, that was only 1,000 in 
the Counters business. 

137. Only in the Counters business. I apologise, 
That has risen to just 1,700. 

{ Mr Roberts) That is quite right. 

138. You do not know the exact figures for the 
future. It will be a question of negotiations as to how 
those figures will increase? You do not have targets 
now. 

( Mr Young) We do not have a precise target. We 
certainly draw attention from our own analysis in 
business headquarters to the scope for increasing the 
number of part-timers. That is something that 
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district managers will then be targeted to do 
something about. 

1 39. Could you give us please the actual figures of 
the January to June man days lost. You gave Mr. 
Hoyle percentages in evidence a little while ago. 

(Mr Young) If we can use the two columns of 
1988 and 1989. For Letters, the resp>ective figures are 
28,063 days in 1988 and 2,628 days in 1989. So the 
second figure is 9-38 per cent, of the first. 1 can give 
you corresponding corporate figures if you would 
like them. 

140. I am not seeking to challenge your figures or 
your relief at the level, although you would of course 
expect to have a great fall off after major industrial 
action as you had last year. I merely put it to you that 
it is a little early to call it a trend. It is just one set of 
figures. 

( Mr Young) I said that I hoped that the postal 
strike would turn out to be a watershed, as it were. I 
emphasise that I was neither complacent nor 
sanguine, therefore I take your point fully that we 
need a longer time before we can draw a firm 
conclusion. 

141. I have one last question. What extent of your 
delivery times is a reflection on cut backs on the 
number of night staff that your employ? 

(Mr Young) Mr Cockburn? 

(Mr Cockburn) I do not think that that is a 
specific issue as such. I think that the wider question 



of staffing recruitment and retention is a bigger 
factor. We are employing more people on night staff 
than a year before, as part of our response to the 
recent large growth in mail. More offices arc op>ening 
through the night and are employing more people. 
We will continue to do that as the need for the work 
requires it. 

142. I do not wish to detain colleagues, so do you 
think that you couJd let us have a note on that? 

(Mr Cockburn) Yes. 

Chairman: Mr Cousins? One last question. 

Mr Cousins 

143. I am interested in the nature of the contract 
which is being used for the new agency offices in 
substitution for the previous Crown offices. Does the 
contract require a continuing commitment to train as 
opposed to some training base at the outset of the 
contract? 

( Mr Roberts) Yes it does. 

144. I have great interest in the matter, but I am 
conscious of the passing of time. I should ^ grateful 
if you would send us details of the contract 
provisions as part of that agency basis. Similarly, I 
should like details of your commmunications with 
the Government about seeking additional powers. 

(Mr Roberts) Yes we will provide that. 

Chairman: We are very grateful to you and your 
team for your help this morning and for the further 
information that you have supplied. 



Memorandum submitted by the Union of Communication Workers (P04) 
THE POST OFFICE 



A. Industrial Relations 

1. The UCW wishes to express its concern at the failure of the Post Office to resolve the high levels of 
industrial stoppages that Royal Mail Letters (RML), in particular, has suffered over the past few years. 

2. The figures speak for themselves in the Letters business. In the 12 months to April 1987, 1 16 disputes 
were recorded with a total of 61 ,452 working days lost. In the 12 months to March 1988, 219 disputes occurred 
with 66,797 working days lost. In the 12 months to March 1 989, 278 disputes occurred with 1 , 1 M.528 working 
days lost. 

3. If the figures for the 65 Difficult Recruitment Area Supplement (DRAS) and 82 Crown Office re-grading 
connected disputes were excluded then the total figures for March 1989 would be 131 disputes and 51,953 
working days lost. This last figure if compared to the totals for all industries and services across the economy 
over the same period (699 disputes and 3,6I0,01X) working days lost) shows that disputes in RML accounted 
for 40 per cent of all disputes and one third of all working days lost in the country as a whole. In concentrating 
on the DRAS dispute alone, if the industrial action that did occur had been restricted to one day (as the offical 
action was) then the cost to RML would have been £3 million losses plus £30 million, being the cost of the 
ultimate settlement. As it was the continued unofficial action, due to management's insensitive and 
provocative behaviour, resulted in £70 million losses. 

4. The public is entitled to a high standard, reliable letters service. Yet there is now considerable public 
dissatisfaction with the Post Office and scepticism about quality of service figures which do not coincide with 
the daily experience of ordinary individuals. The UCW believes the public are entitled to a better deal. But, 
before this can be achieved, it is important to understand the root causes of letter unreliability. 

B. Reorganisation and Quality of Service 

5. In 1986 the reorganisation of the Post Office into separate businesses was a major restructuring overall 
for all those employees directly concerned. The tradition of one corporate structure ran, and still runs, very 
deep inside all sections of the Post Office. Therefore the internal ‘cultural’ shock to employees of not 
belonging to one collective body but a separate national Business is still something that has not been fully 
digested. In many quarters opposition still exists to the whole process of separation. Reorganisation is not 



Printed image digitised by the University of Southampton Library Digitisation Unit 



18 



MINUTES OF EVIDENCE TAKEN BEFORE 



26 July 1989] 



{ Coniinued 



only a question of the creation of separate commercial entities operating in parallel but also about the process 
of decentralisation. 

6. The UCW believes that the escalation of disputes inside RML is connected to the decentralisation 
strategy pursued by Headquarters and District managements over the past three years. One explanation for 
the increased incidence of industrial action is the prevailing ‘macho-management’ ethos currently propagated 
throughout RML. 

7. The UCW was told back in 1985-86 by RML that the main motive behind the reorganisation and 
decentralisation strategy was to improve the efficiency and quality of the postal service. A consequence of this 
was supposedly more harmonious industrial relations as ^eatcr flexibility and local bargaining would iron 
out previous misunderstandings. Quite clearly this has failed to materialise. In fact the precise opposite has 
resulted. The UCW counselled caution at the time but its protestations went unheeded and were disregarded. 

8. RML argued in 1985-86 that reorganisation of the structure of the Post Office would bring about an 
enhanced enterprise. A decentralised structure would bring dedicated managers to the fore and would lead 
to the introduction of many service improvements. Yet where is the evidence to vouchsafe these assertions? 
The general public certainly do not believe there have been improvements in the quality of service provided 
by the Post Office. Nor do the figures provided by POUNC or the Post Office itself. 

9. The Post Office Users’ National Council (POUNC) in its 1987-88 Annual Report referred to three 
surveys it had carried out to monitor delivery performance. The results showed that the percentage of first 
class letters being delivered by the next working day following posting was 61 -94 per cent, 68-66 per cent and 
79-2 per cent in each survey respectively. The final figure of 79-2 per cent still falls far short of the Post Office’s 
90 per cent target and was 10 per cent below the Post Office’s own figures. The Chairman of POUNC 
commented on the poor quality of service, relating it to under-investment by central government into the Post 
Office over the past five years: 

"We also believe that the target set for the improvement of efficiency has been unchanged over such a 
period that the only way it can now be reasonably attained is by cutting services rather than improving 
efficiency. " 

10. Criticisms of the Post Office’s reorganisation and management system are not confined to the UCW. 
Significantly, a Joint report in May 1989 from the Mail Users Association and the Association of Mailorder 
Publishers echoed many points to those raised by the UCW'. The report described industrial relations in the 
Letters Business as “a shambles” (p. 3) and pinpointed low staff morale and inefficient or inept management 
as key problems which must be resolved to improve what it described as a “wretched qu^ity of service” 
(p. 4). 

C. Government Financial Restrictions 

1 1 . A contributory problem, the UCW has argued over recent years, is the extraordinary application of 
the Government’s External Finance Limit (EFL), which accounts for about half the Post Office’s total profit 
each year. As the Fifth Report of the House of Commons Industry and Trade Committee (Session 1981-82) 
on the Post Office concluded: — 

"The application of negative External Financing Limits is not appropriate to the Post Office. We 
recommend that the Government should cease applying them to the Post Office. ’’ (para. 17, page x). 

12. The Government ignored this advice and the EFL figures for the last 6 years have been: — 

year £„ 

1984- 5 60 

1985- 6 70 

1986- 7 93 

1987- 8 57 

1988- 9 97 

1989-90 ;;; ;;; 91 

13. The UCW has consistently criticised the Government for its setting of negative EFL’s. POUNC in its 
1987-8 Annual Report also critises the Government: — 

In recent years the Council has been extremely critical of Government inflexible and irrational policy 
regarding the financing of nationalised industries and especially how that policy affected the Post Office. 
Some of the injurious effects of this policy are that surpluses in one year cannot be carried over to benefit the 
following financial year , surpluses are sterilised within ike business and each year's investment is required to 
be financed out of cask generated in the same year. " 

uKAj "0* brought economic ‘liberalisation’ of monetary budgets at the District level. 

RML finances are rigidly based on a national budget which in execution has a constraining effect upon 
I^stnct budgets up and down the country. One practical consequence is the delay of mail in certain sorting 
offices which naturally impacts upon the quality of service provided by the Post Office. 
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1 5. The above must be set against a background of poor working conditions, traffic growth of some 30 per 
cent, over the past 6 years and forecasts of an increasing traffic load. Government restrictions preventing the 
Post Office from investing as it requires has given rise to a situation where the majority of postal workers are 
having to utilise antiquated equipment in gradually deteriorating conditions. The POUNC Annual Report 
1987-8 refers to the effect that a consistent negative EFL is having: — 

“Nothing has changed to alter our view that this policy is damaging the Post Office and greatly inhibits 
much needed investment. In the late 1970 's mail seemed to be in long term decline and the decision was made 
to cut the number of mechtmised letter offices to handle mail from 120 to 80. Over the last 5 years mail 
volume has soared year by year and is forecast to continue doing so for at least the next 5 years.” 

16. Understandably the health and safety repercussions of such falling standards are a major concern to 
the UCW, but more importantly the antiquated circumstances that prevail in most offices have a detrimental 
effect upon staff morale and performance. In consequence the combination of factors involved has a 
deleterious impact upon quality of postal services. 

D, Trade Union Co-operation 

17. The problems endemic to the Post Office in recent years are problems that the UCW has sought to 
marshal every resource it can in order to assist in containing and rectifying them. The main difficulties have 
been in the Post Office’s recruitment policies in the South-East, together with high wastage levels and an 
accelerating turnover of staff. The UCW contends that these difficulties are indicative of the low earnings of 
postal workers in this region and the gross under-investment in staffing resources, particularly by RML. 

18. The UCW also contends that the Committee should question the tariff strategy pursued by RML over 
recent years. Rises in the postage rates have always been well under inflation rates and have recently been 
artificially depressed due to Government pressure. The latest rise of 1 pence on letter rates from October 1989 
could easily repeated in order to generate much needed capital. The Union believes that a more relaxed 
attitude to tariff fixing would allow for greater investment, the introduction of modernisation programmes 
and improved quality of service without unduly harming the public. On the contrary, the evidence is that the 
public would be willing to pay a little extra in order to secure a reliable, high quality service. The explosive 
growth of private express delivery services is testimony to this, since they charge rates at least five times greater 
than the cost of a first class stamp and in most cases well above that. The UCW is not suggesting exorbitant 
rises or a profligate tariff strategy; merely that the obsession with low prices is damaging the national interest. 

19. The UCW has co-operated thoroughly with management endeavours to improve the quality of postal 
services, most recently in the case of the restoration of Sunday collections. New technology has been 
introduced by agreement without the strife seen in other industries. Examples are the completion of the 
mechanisation programme for sorting, the new computerised pre-sorting system and the introduction of 
Optical Charater Recognition machines (OCRs). In addition, the UCW has negotiated efficiency schemes 
which boosted productivity by 25 per cent, in the 5 years up to 1988. Over the same period Real Unit Costs 
were reduced by nearly 1 5 per cent, saving £463 million, well in excess of the Government’s target. However, 
all the agreements made on introducing changes in working practices, technology and new productivity 
schemes by themselves will not improve the quality of service. What is needed is more capital investment and 
greater investment in staffing. The POUNC Annual Report 1 987-8 made the following remarks: — 

“Despite steps taken to improve and modernise working practices, network and services the quality of 
service has not improved. JVe are convinced that much more investment is needed now in buildings, 
machinery, transport networks and other areas to secure a proper level of service and to exploit the growth 
opportunities.” 

E. The Need for an Industrial Relations Inquiry 

20. The UCW has offered its solution to the impasse that now exists in Post Office managerial direction 
and strategy. The Union has repeatedly called for an inquiry to investigate the weaknesses and associated 
problems inherent in Post Office structures and procedures. Although Royal Mail Parcels has now agreed a 
joint working party with an independent member, Royal Mail Letters has rejected such an approach. Each 
time the Union has been rebuffed with either excuses that such an inquiry is not necessary or that an internal 
management assessment was being made. This is especially regrettable in view of the Union s stated 
willingness to have our own organisation and procedures placed under scrutiny as well as those of 
management. The public deserves a more positive approach from Royal Mail Letters. 

21 . The UCW believes very forcibly that the role of the corporate Post Office Board is contributing to ffie 
problem. The duplication of separate business-based Boards leaves the corporate body as a mere holding 
company. The Chairman of the Post Office appears to have no real function. The position of Chairman has 
become a simple conduit between the edicts of Government and the operations of the separate businesses. If 
a meaningful and authoritative central managerial function is to be restored to the Post Office then the full 
power and jurisdiction of the Chairman and Corporate Headquarters must be reinstated. The UCW also 
invites comment on the contradiction between the current passive role of the Chairman and the reply 
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consistently given by Ministers in the House of Commons, such as “Post Office industrial relations are the 
responsibility of the Board” (27 June 1989) or “decisions on the appropriate level of service provision are a 
matter for the Post Office Chairman and the Board” (16 February 1989). 



F. Girobank 

22. The sale of the National Girobank to the Alliance and Leicester Building Society concerns the UCW 
considerably. The Union consistently opposed the sale of Girobank. There was not one single commercial or 
economic reason given to promote the sale that the Union found applicable or necessary. Indeed, the whole 
basis for the selling of Girobank appears to be more connected with political dogma, than with commercial 
argument. In deciding to sell to the Alliance and Leicester Building Society, both the Post Office Board and 
the Government appeared to take a similarly dogmatic decision. The Co-operative Bank had offered better 
terms. Another issue of concern is the recent decision of the Building Societies Commission to refuse to 
change the rules under which societies are run to allow Alliance and Leicester to keep Girobank’s leasing and 
commercial lending. This means that a major and expanding service of Girobank will have to be asset 
stripped. The UCW Believes that this is not in the public interest. 

23. As part of the gradual metamorphosis of Girobank from a “people's bank” to a privatised financial 
sector operation, a precursory step has been a marked deterioration in the standards and procedures of 
customer service. The introduction of changes to established practices appear to have as their intention a 
desire to purposefully compel a large proportion of existing customers away. The adoption of standard 
practices, as regards services to customers, ffiat exist in other financial institutions has a punitive effect on the 
very people the Bank was ori^nally established to service. The overall market objective is to attract salaried 
monthly paid people and to reduce the Bank’s dependence on personal customers who are paid on a weekly 
wage basis. It follows that those customers who receive a monthly salary are more likely to want loans, 
mortgages, investments, shares, etc. The Union considers this to be a dereliction of duty on behalf of the Bank 
under its statutory requirements as set forth in the Act of its creation. 

24. The Union in following its obligations to the staff employed at Girobank must seek assurances from 
Government Ministers as to the continued pay and conditions and job security of those currently employed. 
In particular the Union would wish for guarantees as to future levels of employment and to the continued 
progression of the development site at Warrington in Cheshire. It is only with these basic undertakings that 
the continued co-operation and goodwill of all the staff in future plans and changes can remain firm, A loss 
of confidence by the staff in their new managerial team will be detrimental to the business and employees 
alike. The Union wishes for the new owners of Girobank to start off on the right foot and not to have to inherit 
industrial relations problems from the present regime. 



G. Counters Business Plc 

25. The UCW is concerned that the Counters Business is purposefully restricting the expansion of services 
provided and activities undertaken by Crown Offices. The potential for expansion in the scope of services 
and activities has been recognised before, namely in Command 8106 (December 1980). However, the only 
noticeable addition of business provided by the Government in recent years has been the issue of MiUc Tokens 
and the collection of the new Community Charge. Under the Counters Business’s Articles of Association the 
ability to expand into new areas of business exists, provided the Secretary of State for Trade and Industry 
agrees. Yet no major progression has been made into expanding services that will enable Crown Offices to 
more adequately compete with its High Street rivals. 

26. In particular the Counters Business is well placed to extend its current activities into the financial area. 
It is generally agreed that the potential for Crown Offices to attract financial transactions is great, given the 
resources and the professionalism of the staff. It is ironic therefore that the Counters Business is presently 
actively engaged in the downgrading or closing of some 250 Crown Offices in the immediate future, with 
^ound another 500 to follow (in all half the national Crown Office network). The closure of Crown Offices 
is being resisted not only by the Union but also by local communities. Notable examples are Glastonbury 
and Basildon in Essex where their representations to district and national managements have been summarily 
dismissed and disregarded. 

27. The Union therefore believes that the Counters Business and the Government arc not allowing the 
Crown Office network to expand into new legjtimate.areas of business. On the contrary, the Government's 
strategy seems to be one of ‘managed decline’. The Crown Office network is not only being severely 
ronstramrf by statutory restrictions on its business but is also being purposefully run-dwn by the 
downpading programme. Furthermore it is heavily constrained by tight Government targets, such as 
reducing real unit costs. The Union believes that the Committee should investigate the reasons behind this 
restriction of legitimate business activity in order that a higher level of service to the public be offered. 
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H. Recommendations 
28. The UCW invites the Committee to: 

(a) recommend that there is an independent joint inquiry into industrial relations in Royal Mail Letters; 

(b) recommend an immediate relaxation of the EFL and investment restrictions on the Post Office; 

(c) recommend that the decision to sell Girobank to the Alliance and Leicester be investigated further. 

particularly in view of the restriction on the Bank’s successful leasing and commercial lending role 
under its new owner; 

(d) recommend that the Secretary of State empowers Post Office Counters Pic to expand the range of 

services and activities undertaken at Crown Offices. 



July 1989. 



ExaminatioD of Witnesses 

Mr a Tuffin, General Secretary of the Union of Communication Workers, Mr Peter Atkins, Acting 
Assistant Secretary of the UCW. Mr Peter Hain, Research Officer of the UCW and Mr Harry Jones, 
Assistant Secretary of the UCW. 



Chairman 

145. Good morning, Mr Tuffin. Thank you for 
waiting. We have had a very valuable session with 
both the National Federation of Sub-Postmasters 
and the Post Office. Would you be kind enough, just 
for the record, to introduce your team? 

(Mr Tuffin) I am Alan Tuffin, the General 
Secretary of the union. On my left is Harry Jones, 
who is one of our national full-time officers. He is 
responsible for sorters and the parcels and 
mechanisation in the Letters industry. On my right is 
Peter Atkins. He is a member of our Executive. He 
comes from Cardiff. He represents the postal clerks 
and counter clerks in the union. He is covering for 
one of our officers, who is away at the moment. Peter 
Hain beads our research department. 

146. Thank you. I should like to cover a bit of 
history first. In January last year, you said that 
industrial relations were ‘very good’ and ‘excellent’. I 
wonder why matters became worse? 

( Mr Tuffin) Last year proved to be a difficult year 
for wage bargaining. Also the industry, particularly 
the Letters industry, was experiencing a substanti^ 
growth in the amount of mail being handled without 
sufficient resources to meet that across the board. 
There was a worsening industrial relations 
atmosphere that built up last year through what 
appeared to be a change in attitude. We interpreted 
it to be macho-management. There seemed to be an 
attempt to by-pass what we understood to be 
consultative arrangements. We entered into an 
agreement with the employer to reduce working time 
in the early part of last year when industrial relations 
were pretty good. The Letters management of the 
industry broke that agreement by paying in London 
and lodil parts of the South East a bonus to full-time 
staff who had been in the job for more than one year. 
B^use they were experiencing recruitment 
difficulties, they decided to pay that to new entrants. 
We did not object to that. Indeed, we had agreed that 
new entrants would receive that bonus. But the 
employer took it away because they realised that they 
had made a mistake. They brought it back 
unilaterally and that, in effect, led to last September’s 
strike. We objected because the employer was 



picking and choosing where those payments would 
be made in London and the South East. That led to 
the two weeks’ dispute. It was not of our choosing. 
The outcome was that we reached agreement with the 
employer in the early part of this year on £30 million 
in extra payments in London and the South East 
rather than what they were paying at the time, which 
I think was £3 million. There were bad industrial 
relations last year. As we have said in our evidence 
they have not improved in the Letters business this 
year. Although the number of days lost on paper in 
the Post Office accounts have reduced, I do not think 
that the climate on industrial relations has improved 
at all significantly. 1 think that industrial relations in 
the Post Office Letters business are very sensitive. 

Chairman: Thank you. Mr Hoyle? 



Mr Hoyle 

147. We have been questioning Mr Young, the 
Vice-Chairman, and his colleagues. From what has 
been said, it appears that industrial relations were 
bad, but that there has been a significant 
improvement and they hope that the climate is now 
changing. For instance, they were taking January to 
May 1988 and Janua^ to May 1989. They said that 
the days lost in the period to May 1988 were 28,063 
and that this year during the same period that was 
reduced to 2,628. They were sajang that there was a 
great improvement and that is why they would 
prefer, rather than an independent joint inquiry, to 
sit down together with you. I understand on the 
Letters side that it has been said to you that they are 
prepared to allow an independent person to sit in on 
such discussions. But they think that industrial 
relations are improving, given those figures. 

{Mr Tuffin) They have certainly improved in the 
Parcels business. We have an agreement with the 
manager of the Parcels business to have a joint 
working party, which includes an external person in 
that working party. Indeed that person has come 
from a large outside company and has already 
started to see a number of parcel offices at first hand. 
The Letters business has not been so up front. They 
have offered someone to sit in and to be an observer 
or to comment. The trouble with the Letters business 
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is that they keep trying to pre-empt the situation. 
After last year’s strike, we called for a joint inquiry 
into industrial relations. No sooner had the union 
asked for a Joint inquiry, when we were prepared to 
pul all our faults on the table, alongside the faults we 
believe lay in the Letters business, the MD of the 
Letters service initiated bis own inquiry. He is 
entitled to do that, but it seemed to my Executive that 
it started the whole thing off on the wrong foot. That 
has happened again. We have been pressing for a 
joint working party and for an independent person to 
play a full part. The Letters business have again pre- 
empted that situation by employing someone 
externally to do that job, The Executive believe that 
they are trying to compromise the union by 
manoeuvring it into a position in the way that you 
have described, in that they say they are offering that 
to the union. But they are offering it against the 
background of having already made their minds up. 
Our Executive believe that until the Letters business 
can sit down with the union jointly and jointly reach 
those types of conclusions, we find it hard to accept 
the position that they have already adopted on that. 
We want it to be a joint working party with equal 
partners. The Letters business are saying, yes, they 
may be interested in having someone externally, but 
only really as an observer or someone in a minor role. 
That is not good enough. 

148. Mr Young said that, rather than going 
externally, they want to sit down jointly with you. 
You are saying something that is somewhat different 
to the account of events that he is giving. He said this 
morning quite clearly that they want to sit down 
jointly with you with an independent person and he 
said that they had sent a letter to you and that they 
had not received a reply. You will be able to read that 
in the transcript. Would you respond to it? 

(Mr Tuffin) Yes, we will. Providing that we can 
stop the Letters business pre-empting the situation 
all the time, I think that we are there. 

Chairman 

149. I think that you have made your point very 
clearly on that. 1 wonder whether we can consider 
recruitment, as I know that it is a considerable 
burden to your concern as a union as well as to the 
employer. I wonder whether you see some 
satisfactory solutions coming up. You mentioned 
this in your document, P04, for which we are most 
grateful. You mentioned the problem of recruitment, 
and 1 wonder whether you would like to comment a 
bit more about that. 

(Mr Tuffin) Recruitment is predominantly a 
problem in London and the South East area, which 
now means East Anglia and the South West. It is 
spreading and it is beginning to edge its way up to the 
Midlands. One aspect has been dealt with. We have 
entered into an agreement with the employer to pay 
additional supplements in those areas. The other 
area which has not been tackled, and about which we 
are very critical of the employer, is on employment 
conditions. As it says in the accounts, there has been 
a growth of about 30 per cent, in the amount of mail 
going through the postal system. The Post Office 
have not matched that with improved 
accommodation and working conditions. There are 
still some very grim working conditions for postmen 



and postwomen. There is old equipment. For 
example, we are still using bicycles that are 20 or 30 
years old. Vehicles are not in good repair. Some 
offices should be closed down because the working 
conditions in those buildings are quite unacceptable. 
Our criticism is linked to the profitability of the 
business and the external financial limits placed by 
the Government. That money should be redirected 
into those areas. 

150. We discussed that this morning with the 
Vice-Chairman and the Committee look note of the 
problem. Mr Crowthcr? 

Mr Crowther 

151. I should like to go further into this matter. If 
I have read the accounts properly, it appears that 
wages and salaries amounted to £2,286 million. So 
the amount of money which the Government 
extracted from the Post Office in the form of negative 
EFL at £127 million is about 5 per cent. Do you feel 
that if the Post Office management were allowed 
flexibility in the use of that money, amounting to 
about 5 per cent, of the total wage bill, they would be 
able to do a lot more to prevent the kind of labour 
disputes that we have seen? 

( Mr Tuffin) Yes. Clearly, if the Post Office did not 
have to meet that target — they have met it and have 
exceeded it in some years — that money could be used 
to improve employment conditions and stop some of 
the vast turnover. There is about 30 per cent, 
turnover in the first year with new workers coming 
into the industry. Within a year, 30 per cent, say that 
they have had enough and want to get out. That is 
obviously related to pay, but it also involves working 
conditions. The other interesting point about that is 
that the consumer and user of the postal service 
paying 19p for a letter is helping to subsidise the 
Government. That excess comes out of iwstage rates. 
In a curious way, the consumer is paying more for 
postal charges than would be necessary if tiiat money 
was not required by the Government. 

1 52. It may be that if the customers had a chance 
to say what they think, they would prefer that excess 
to be used to improve the service and to improve the 
wages and conditions of postmen. 

(Mr Tuffin) Certainly on the service. Wherever 1 
go, Mr Chairman, — 1 am sure you will accept that I 
see business people in various communities — the 
criticism on quality of service seem to be an all-time 
high. Even in my own area of the TUC, the General 
Secretary talks about documents being posted to 
members of the General Council which still have not 
turned up two or three days later. I am sure that that 
applies in industry. The quality of service is a very 
serious problem for the Post Office. 

Mr Hoyle 

153. One of the problems is — or appears to be and 
you may disagree with what I am saying — that when 
there is a sudden surge of mail, the local manager 
does not appear to have the facilities to take on extra 
staff to cope with it. 

{Mr Tuffin) That is correct. One of our criticisms 
of why the Post Office has reorganised itself into 
separate businesses and also the way they have 
devolved authority over a whole range of 
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management issues is that they have not devolved 
budgeting and finance. Many local managers are 
now told that they are in command over recruitment, 
discipline and so on, but they are given a budget and 
they are not allowed to exceed that budget. My union 
considers that to be grossly unfair on the public. If a 
local manager gets a surge of letters to be delivered, 
that manager is often forced to leave the mail until 
the following day or, in some cases, two or three 
days. There are plenty of examples of mail, some 
first-class mail and certainly second-class mail, that 
has been left for two or three days because the 
manager does not have the authority to apply 
resources to that. 

1 54. Would you be surprised if you received an 
answer from the managing director of Letters that 
there is a flexibility built into the local budget to deal 
with that? 

{Mr Tuffin) Yes, I would be surprised at that. 

155. Would you dispute that? 

{Mr Tuffin) My local officials will be pleased to 
hear that because the stock answer from local 
managers is that their budget, which has been set 
from the centre, has run out. If I may say so. before 
we continue, from the union’s point of view it is 
unfair on the public. It seems that someone psting 
a letter in Edinburgh with a 19p stamp is entitled to 
expect that to be delivered in Brighton, for example, 
at the same standard as a similar letter posted to 
Truro. However, the local manager is constrained. 

Chairman: Dr Gilbert. 

Dr Gilbert 

156. When your union last gave evidence to this 
Committee, your colleagues told us that they did not 
keep track of the number of unofficial disputes. We 
had to gel those figures from the Post Office. Do you 
now keep track of those figures? 

{Mr Tuffin) Yes, in so far as when they are 
reported to us. 

157. You wotild know, would you not? 

(Afr Tuffin) Yes. We have now set up a system in 
the union so that if a local dispute occurs, that branch 
is obliged to report that to us. It is a very difficult 
matter. You will know that the current legislation 
does not provide immunity to a union for industrial 
action unless it has held a secret ballot. I have given 
my officials very strict instructions that they, as 
agents of the union, may not initiate industrial action 
without a ballot. The type of unofficial stoppage that 
occurs is literally when men and women walk off the 
job. It is not always possible to get a comprehensive 
report on that. For example, I learnt only just now in 
the corridor that some of our clerical workers walked 
out of offices in East London yesterday because it 
was too hot. 1 shall want to know the circumstances 
surrounding that dispute. 

158. Wc were not able to get to grips with you and 
the Post Office on this area last year, but I should like 
to quote you a couple of things that Mr Cockbum 
said in their evidence of 27 January. He said: “15 per 
cent of disputes had to do with discipline, 26 percent 
about the introduction of part-time staff and 
seasonal staff, 34 per cent about changes in working 
practices and working arrangements and a similar 



percentage", which I assume is another 34 per cent or 
so “about environment in office and deliveries and so 
on.” That was his evidence in January last year. Can 
you say what you think the proportions will be now? 

(Mr Tuffin) I would think that the proportion 
now of unofficial stoppages is probably related to 
working arrangements. I would put that at between 
40 per cent and 50 per cent. Hif of the stoppages 
occur over the difficulties of dealing with the increase 
in traffic and the subsequent increase in work. In 
many offices, many members have had to handle a 
growth of 30 per cent over five years. I think that it is 
up another 3 per cent or 4 per cent this year. That is 
the biggest single element that has caused stoppages 
of work. 1 will give an example of what I mean by 
that. We have an agreement with the employer that 
the first delivery of letters should be completed by 
9.30 am. It is very difficult for our members to get 
that done by 9.30 am. We have an agreement with the 
employer that if in a particular delivery area in a part 
of the country — 

159. Forgive my interrupting, but is that 
anywhere in the country? 

(Mr Tuffin) Yes, 9.30 am is the deadline. I think 
that it is 9.15 am in London. You will often see 
postmen and post women still delivering their first 
delivery at 10 am, 10.15 am or 10.30 am. We had an 
agreement with the employer, which is now two years 
old, that managers should review that situation and 
put extra staff in when that was justified, so that that 
service standard could be met. We still have offices 
that have not had any extra swfflng resources, 
because it is argued that their budget does not cater 
for that. They are the type of issues that create flash 
points and stoppages. The other major factor of local 
conflict is discipline. The discipline rules in the Post 
Office can be quite severe. Sometimes managers run 
out of common sense, in our judgment, and resort to 
the discipline code. For example, because of the 
criticisms that the Letter business has been under on 
quality of service this year, someone in the Letters 
business decided to tell our members that if they 
wilfully delayed the mail — ^whatever that meant — 
they were liable to prosecution under the Post Office 
Act. That isjusl a scare tactic, which is no way to deal 
with industrial relations in the industry. It is that type 
of incident Chat leads to stoppages. 

160. Last year we had a conflict of evidence 
between your colleagues and the Post Office with 
respect to the geographical distribution of disputes. 
Your union’s evidence then was that they were not 
primarily in the London area but that they were 
spread nationally, whereas the Post Office told us 
that something like 76 per cent of the disputes were 
in the London area and that 65 per cent of working 
days lost were lost in London. The rate of dispute per 
thousand staff was five times higher in London than 
anywhere else in the country. I emphasise that that 
was the evidence of a year ago. Could you comment 
on that now? 

(Mr Tuffin) Certainly. They are correct m terms 
of days lost because clearly in London if Mount 
Pleasant stops work, you arc talking about 4,000 
workers. So the days lost aspect is right. If there is a 
stoppage of work in large city centres, more of our 
members are affected. But our contention is that the 
geographical spread of stoppages is more serious. 
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What I mean by that is that it is serious because 
members in Bury St. Edmunds, historically, never 
have suffered stoppages. When they stop work, 
something is seriously wrong. We have seen an 
increasing geographical spread of unofficial 
stoppages in a number of smaller offices, which 
perhaps two or three years ago would not have been 
so sensitive and temperamental in terms of industrial 
relations. Therefore, I think that that indicates to the 
union that the Post Office Letters busing has a 
much wider problem on its bands in industrial 
relations terms than just the one or two difficult 
recruitment problems. 

161. I have one last question. I believe that it is 
your union’s view that one of the main factors behind 
the difficulties that the Post Office has is that they 
have been skimping on night staff and that that has 
affected their ability to meet their delivery targcU. I 
put precisely this point to the representatives of the 
Post Office board earlier today and they denied that 
and said that they were now employing a record 
number of staff and, what is more, they said that 
more offices were now working through the night 
than ever before. Would you care to comment on 
that? 

(Mr Tuffin) We will look into that. I don’t believe 
that to be true. I think that one of the major elements 
in why the quality of service has deteriorated in the 
Post Office has been the cutback that the Letters 
business introduced. There were collections from 
pillar boxes at 7 o'clock at night. That no longer 
happens. Probably the last pillar collection is at 
about 5.30 pm. Unless you take a letter to a main 
sorting office, anything put in a letter box after 5.30 
at night stays there until the following day. Prior to 
that, evening workers collected at 7 o’clock and 
sort^ that mail. I am confident that the number of 
night workers has decreased. We will have to make a 
comparison. 

162. Let us have a paper. 

(Mr Tuffin) We will put it on paper, because I am 
sure that the number of night workers over a period 
of time has decreased. That is b^ause, 
understandably, it is more expensive. What is 
happening is that mail is lying in those letter boxes in 
the early evening and is not ^ing collected until the 
following day. The public’s perception in the quality 
of service is such that if they put a letter in the box on 
the way home after work, the letter will be collected 
and delivered the next day. 



Chairman 

163. We have one more last question concemiog 
Girobank and the Alliance and Leicester statements 
that have been made. I expect that you are familiar 
with these. Do you have a reaction to them? Are you 
satisfied with them? 

(Mr Tuffin) We have met senior members of the 
Alliance and Leicester. Certainly their written 
statements and their discussions offer some hope and 
seem constructive for the future of our members in 
Girobank regarding superannuation and negotiating 
rights. Our greatest concern is whether Girobank will 
survive. As we put in our paper, we were critical of 
the Post Office for selling Girobank in the manner 
that they did. At the time, we could not identify any 
reason, either for the user of Girobank and certainly 
the staff in Girobank, for the need to sell it off. We 
saw it as a purely political decision and we were 
critical of the Post Office board for acquiescing in 
that manner. We are concerned that any future 
growth of Girobank will be constrained by going, not 
to the Alliance and Leicester as a name, but to a 
building society as such. Already we are reading 
about constraints that might be placed upon the 
business that Giro already does. We are extremely 
concerned that Girobank, having now lost its 
original base, which was a competitive public bank, 
vrill now get swallowed up by a building society and 
our concern is whether it will even exist in five years’ 
time. 

164. Mr Tuffin, if in the Parliamentary Recess you 
come across any subject area concerning the 
Girobank, and you would like to inform us, we 
should be grateful. Mr Hoyle? This will be the last 
question. 

Mr Hoyle 

165. I have two points. 1 presume that you were 
referring to the leasing and lending, which is not 
being taken over by Alhance and, secondly, the Sub- 
Postmasters said that they thought that they might 
get more business because they might be handling 
building society accounts and that that would 
provide their members with business. Do you see that 
happening in your office or not? 

( Mr Tuffin ) Frankly, I do not. It will probably be 
the reverse. Tliere will be a real risk that much of the 
Giro business will go into the building society system 
and not the other way round. 

Chairman; I am most grateful to you. We are sorry 
to have detained you. Thank you for your help. 
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Supplementary Memorandum by die National Fed^ation of Sub-Postmasters (P06) 

When we gave evidence to the DTI Committee I was asked to submit the Federation’s data concerning the 
extension of the sale of stamps to other outlets. These are now enclosed for the Committee. 

1 would, however, like to point out that the serious reduction in sales are a matter of considerable concern 
to Sub-Postmasters and that such reductions could eventually lead to the closure of some of our rural offices. 

A. Morgan 
\A September 1989 

The Effect of the Wider Availability of Stamps on Sales of Postage Stamps In Sub-Post Offices 
Background 

Officers of the National Federation of Sub-Postmastera were called before the Select Committee of the 
Department of Trade and Industry on 26 July 1989. Members of the Select Committee questioned the 
Federation’s officials on the effect on Sub-Postmasters of the Royal Mail Letters’ initiative to promote the 
sale of postage stamps in non-post office retail outlets, the so-called wider availability of stamps scheme. The 
Federation agreed to provide a written submission to the Select Committee at a later date and to this end a 
simple questionnaire was devised to obtain the factual information on the sales of postage stamps over two 
consecutive 12 month-periods experienced by sub-post offices in two geographical areas of the United 
Kingdom. 

STATiyncAL Information 

A letter, specimen at APPENDIX I, together with the questionnaire, specimen at APPENDIX II, was 
mailed in early August 1989 to all sub-post offices in two Post Office Counters Limited Districts. T^c two 
Districts chosen were: 

Derby Counters District containing four Branches of the NFSP, viz. 

Derby East Branch 
Derby West Branch 

North Staifordshire & South Cheshire Branch 
Nottingham Branch 

Bristol Counters District containing four Branches of the NFSP, viz. 

Bath Branch 

Bristol and District Branch 
Gloucestershire Branch 
Swindon Branch 

These two Counters’ Districts were selected because each contained a Branch, Nottingham and Bristol, 
where Royal Mail Letters had operated a pilot scheme prior to the national introduction of the Wider 
Availability of Stamps initiative. 

A cut-off date of 29 August 1989 was used for the processing of the returned questionnaires. 

A total of 1,635 questionnaires were despatched from Federation Headquarters at Shoreham-by-Sea and 
by the cut-olT date, 516 responses were received. Of these responses, 118 could not be utilised for the exercise 
due to insufficient information being provided by the respondent on the completed questionnaire. 



Questionnaires 


Responses 


Response Rale 


Usable 


Non-U sable 


Despatched 


Received 


(Per cent.) 


Questionnaires 


Questionnaires 


1635 


516 


31-56 


398 


118 



It was most encouraging to note that almost one quarter of the questionnaires despatched were returned 
with data that could be used for the processing exercise. Such a response rate could well reflect the concern 
and depth of feeling about the Royal Mail Letters initiative amongst our members. 

Analysis of the Responses 

The 398 usable questionnaires were divided into four groups for analysis: 

GROUP I provides postage stamp sales for the periods July 1986 to June 1987 and July 1987 to June 
1988 inclusive and contained offices with revision dates 1 September, 1 October and 1 November. 
There were 64 completed questionnaires in this Group. 

GROUP 2 provided postage stamp sales for the periods October 1986 to September 1987 and October 
1987 to September 1988 inclusive and contained offices with revision dates 1 December, I January 
and 1 February. There were 81 completed questionnaires in this Group. 
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GROUP 3 provided postage stamp sales for the periods January 1987 to December 1987 and January 
1988 to December 1988 inclusive and contained offices with revision dales 1 March, 1 April and I 
May. There were 107 completed questionnaire in this Group. 

GROUP 4 provided postage stamp sales for the periods April 1987 to March 1988 and April 1988 to 
March 1989 inclusive and contained offices with revision dates 1 June, 1 July and 1 August. There 
were 146 completed questionnaires in this Group. 



Group 12 Months Postage Stamps Sales for Periods Completed 

Questionnaires 

1 July 86 — ^Jun 87 July 87 — ^Jun 88 64 

2 Oct 86— Sept 87 Oct 87— Sept 88 81 

3 Jan 87— Dec 87 Jan 88— Dec 88 107 

4 Apr 87— Mar 88 Apr 88— Mar 89 146 



398 

Respondents were asked to provide the FAD Code number for their office and this enabled us to identify 
the two Branches, Nottingham (FAD Code 227) and Bristol (FAD Code 51 1) where the pilot studies took 
place. 

As well as actual postage stamp sales at the respondent offices we were able to compute the units earned for 
these stamp sales during the consecutive 1 2 months periods by utilising the revision dates provided. Thus, for 
revisions with a due date prior to 1 October 1988, the agreed multiplier of 24-75 units per £10 sales was used 
and for revisions with a due date on or after I October 1988, the agreed multiplier of 23 units per £10 sales 
was used. 



Verification of Sample 

From the consolidation summary, at APPENDIX III, it can be seen that the 398 respondents reported total 
postage stamp sales of £13,174,962. If these sales are extrapolated for the 19,537 sub post offices detailed in 
the Post Office Report and Accounts 1988-89, a figure of £646*73 million is obtained. The total postage stamp 
sales over Counters for the fiscal year ending 28 March 1 989 is reported as £835m. The extrapolated sales of 
£646-73m is 77- 1 per cent of this total and would appear to provide verification of the sample. 

Results 

The analysis of the raw data is summarised in APPENDIX 111. In terms of postage stamp sales, the 
“Combined Others” sales show a healthy increase of 7-71 per cent for the period July 1987 to June 1988 
inclusive over the previous 12 months. These geographical areas would be largely unaffected by the pilot 
schemes running in Nottingham and Bristol which show an increase of only 1-77 per cent and a decrease of 
3-13 pier cent respectively. As the 12-month periods progressively roll on the Wider Availability of Stamps 
initiative became national and the “Combined Others” sales for the period April 1988 to March 1989 
inclusive, showed a decrease of 2-45 per cent over the previous 12 months, falling more into line with the 
Nottingham and Bristol pilot areas, which showed a decrease of 2-59 per cent and 3-28 per cent respectively. 

This deteriorating sales trend is progressive in the four Groups of data except for a slight blip when the 
calendar years 1987 and 1988 are compared. However, it must be pointed out that there was no “discounting” 
of Christmas stamps in 1988 and thus postage stamp sales for 1988 would be expected to be higher than 1987 
when Christmas stamps were “discounted" to the public. 

When the units earned for the postage stamps sold are compared, the progressive deterioration becomes 
even more marked with a loss some 9- 54 per cent in units earned due to postage stamp sales in the period April 
1988 to March 1989 compared to the previous 12 months. 

The table in APPENDIX IV demonstrates how our members are progressively losing postage stamp 
sales if inflation is taken into account. For the period July 1987 to June 1988 inclusive, the actual increase in 
sales of 4-54 per cent nearly matched the increase that would be produced by inflation of 4-6 per cent when 
compared to the previous 12 months. As time progressed, however, there was an actual decrease in sales of 
2-65 per cent in the period April 1988 to March. 1989 over the previous 12 months, when inflation would have 
been expected to produce an increase of 7-9 per cent. 



Conclusions 

The statistical evidence from this exercise, indicates that Sub-postmasters are beginning to lose postage stamp 
sales. The most recent data points to an average loss of between 2-5 and 3-5 per cent in actual sales which 
equates to a 10-03 pier cent drop in sales in real terms at an inflation rate of 8-2 per cent. The evidence from 
this survey also strongly suggests that sub-post offices in areas geographically close to the pilot test areas soon 
lost postage stamp sales when the pilot scheme became more widespread and this loss in sales progresses to 
the same rate of loss as experienced by the test market areas. There seems little escaping the conclusion that 
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the loss of postage stamp sales is directly related to the introduction of the Wider Availability of Stamps 
initiative by Royal Mail Letters. 

APPENDIX I 



Royal MaU Letters’ Wider AvaUability of Stamps Scheme 

Many Sup-postmasters have voiced their concern over the adverse repercussions to their postage stamp 
sales of the initiative by Royal Mail Letters to promote the sale of postage stamps in non-post office outlets. 

Royal Mail Letter has provided sales information that supposedly supports its contention that the sales of 
postage stamps have increased as a result of its scheme. However, the National Federation of Sub- 
postmasters has consistently challenged these statistics. 

The Federation were recently called before the Select Committee of the Department of Trade and Industry 
and the Select Committee questioned us on the effects on our members of the Royal Mail initiative and asked 
us to provide written evidence at a later date. 

The purpose of this letter is to enlist your co-operation in providing us with statistical information that we 
can utilise in our submission to the Select Committee of Members of Parliament. Please would you complete 
the attached form with the Postage Sales recorded at line 9 on your latest annual revision (with a revision due 
date between 1 September 1988 to I August 1989 inclusive) and the corresponding Postage Sales for the 
previous revision (with a due date between 1 September 1987 to 1 August 1988). 

It would greatly assist us if you would provide this information, which will be treated in the strictest 
confidence, and return the form in the envelope provided, at the earliest opportunity. 

Your co-operation in this exercise will be appreciated. 

GRAHAM FREEMAN 
Assistant Secretary 
8 August 1989. 

APPENDIX n 



OFFICE FAD CODE: 



Latest Revision 
Postage Sales: 

Figures of traffic based on period: 
Previous Revision 
Postage Sales: 

Figures of traffic based on period: 



due date: 

£ 

from to 

due date: 

£ 

from to 



On completion kindly return to: 

Mr. G. N. Freeman, 

Assistant Secretary 

National Federation of Sub-Postmasters 
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Snpplemenury Memorandum by the Post Office (POT) 

At the hearing on 26 July, we undertook to provide papers on a number of issues and to follow up on other 
areas which were of particular interest to the Committee. I am now pleased to enclose papers on the following 
subjects: 

— Introductory payments (licence fees) from new sub postmasters. 

— Training arrangements for new agency offices. 

— Communications with Government over additional powers for the Counters business. 

We also undertook to follow up on two other points: the mail service for Cornwall and the employment of 
staff at night time; these are covered at Annex A to this letter. 

Mr Maxwell-Hyslop expressed his concern at the hearing about the display of collection tablets on posting 
boxes. I am pleased to be able to confirm that all boxes which have removable tablets will be converted from 
plastic to metal in a rolling programme, starting November 1989 and targetted to finish in March 1990. Those 
boxes suffering from hi^ levels of wear and tear as well as vandalism will be tackled first. 

M. MacDonald 
31 August 1989 

Introductory Payments from New Sub Postmasters 

1. It has long been recognised that the siting of a Sub-Post Office within a retail store gives significant 
commercial advantage to a Sub-postmaster's private business. Indeed, we understand from the National 
Federation of Sub-postmasters that the added goodwill value of a Sub-Post Office can often be worth some 
2 to 3 times the annual remuneration received by the Sub-postmaster. 

2. In the past the Post Office, contrary to what would be normal commercial practice in the franchise field, 
has not levied any initial fee on Sub-postmasters. We have proposed to the National Federation of Sub- 
postmasters during the course of this year’s pay negotiations that as part of a package containing a substantial 
basic pay increase, an “introductory payment” — we have proposed one-third of the annual remuneration — 
should be collected from new Sub-postmasters when they arc appointed. We would not intend to collect 
introductory payments from any of the smallest 8,000 or so Sub-Post Offices, mainly in rural areas, where in 
the recent past we have bad some difficulty in attracting sufficient suitable candidates. 

3. We have also proposed to the National Federation of Sub-postmasters, again as part of this year’s pay 
discussions, that the collection of introductory payments would allow us to give to existing Sub-postmasters 
greater security in the tenure of their offices. At present, the terms of the Sub-postmasters’ contract provide 
Sub-postmasters with no guaranteed tenure of their appointments beyond three months from a current date. 
While in practice Sub-postmasters enjoy much longer periods of appointment than this, and can reasonably 
expect on their resignation from office to be able to sell their premises to a successor Sub-postmaster, this lack 
of a firmer contractual position does give cause for anxiety to some Sub-postmastsrs and tends to a certain 
extent to discourage long term investment in and commitment to the Post Office. 

4. Post Office Counters Limited has therefore proposed as part of this year’s pay agreement to change its 
appointment procedure so that unless a Sub-postmaster is told before he resigns that his office is to be closed 
or resited, he may advertise his business for sale as a going concern with a Sub-Post Office. It has never in the 
past been possible for a Sub-postmaster to do this, and this change is likely to be of tangible benefit to Sub- 
postmasters in the resale value of their premises, as well as bringing them considerable peace of mind about 
the tenure of their offices. 

We believe that these two measures, taken together in the context of this year’s pay round, are progressive 
initiatives for the Counters Business and Sub-postmasters alike. We would not expect Sub-postmasters as 
a consequence to experience reductions in market values of their businesses but as they have not yet been 
implemented, no judgement can yet be made. Indeed we believe that the measures will help protect the future 
of our network of Sub-Post Offices, thereby bringing postive benefit to our Sub-postmasters in the years 
ahead. 

At the time of writing, these changes have been put to the National Federation of Sub-postmasters but have 
not yet been agreed. 

Training Arrangements for new Agency Offices 

1 . A key criterion in Counters Crown Office conversion programme is that the new agency offices should 
give consistently high quality service to customers. The contract on which the new Sub-postmasters are 
appointed sets service standards to be achieved, and Counters recognises that the training of those who work 
in the new offices will play a vital role, and has laid down the following training arrangements: 

— a period of “familiarisation” before the Sub-postmaster is appointed using some simple but detailed 
self-teaching packages; 

— up to two weeks initial coaching at the work place by qualified trainers; 
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— support for all staff during coaching using a range of job skills modules to reinforce weak areas; and 
further guidance and assistance with accounting documentation. 

Sub-postmasters and their staff may also attend courses at Post Office Counters Training Schools prior to 
appointment. 

2. Once the initial training has been completed, ongoing help is provided by; 

— regular visits by Area office staff to provide “refresher" training and deal personally with any 
difficulties; 

the issue and support of “refresher” training modules at the request of the Sub-postmaster; 

a telephone help line to the Area Office where qualified staff are available to give advice; and 

regular issue of internal communications to introduce new, or changes to existing, procedures. 

In addition to job skills training, self-teach packages on Running a Small Business and Retail Management 
are provided free to thcee Sub-postmasters who would benefit from such training. 

3. While the contract does not specify extra training. Post Office Counters is committed to providing the 
additional on-going training set out above. 

Commuoications with Government over additional powers for the Counters Business 

1. Background 

1.1. E>iscussions between Government and the Post Office on the possible widening of Counters powers 
date back to December 198S, when following discussions between the Chairman and the then Minister of 
State at the Department of Trade and Industry (Geoffrey Pattie), the Minister wrote to the Chairman of the 
Post Office, raising the possibility of wider powers in the context of le^slation for the Post Office. Subsequent 
discussion between officials clarified that, under the terms of the British Telecommunications Act 19ffi, it 
would be possible to widen the powers of Post Office Counters Ltd, as a wholly owned subsidiary of the Post 
Office, by Ministerial consent. 

2. Why Counters Needs Wider Powers 

2.1. Counters traditional business is under increasing threat from competition: a major example is the 
threat that increasing take-up of benefit payment through automated credit transfer poses. Income and traffic 
from core business is forecast to decline significantly in both the short and medium term. At the same time, 
Counters must plan to meet it business targets, including profit, set by Government. Without additional 
powers. Counters is limited in its ability to provide new business to offset the decline in core business, and 
denied the ability lo compete fairly on the high street in markets natural to its customer base. 

2.2. The strategic business options would be a combination of increased prices to clients and probably 
widespread closures in the sub-post office network. However, Counters preferred strategy is to win new 
business and retain the ability to provide a genuinely national network, whilst, of course, keeping 
management pressure on supply side costs. 

3. Government Response 

3.1. The Government has acknowledged its willingness to widen Counters powers three times in 
Parliament, but has yet to translate that commitment to consent. 

3.2 In 1986 Mr Pattie recognised the case for wider powers and stated that an early opportunity would be 
sought to do so legislatively (1 5 May 1986). Mr Butcher endorsed this the following year in debate by stating 
a commitment to give wider powers (8 July 1987), confirming that consideration was being given to the nature 
of these powers a week later (15 July 1987). 

4. Counters New Business Approach 

4. 1 . Presentations have been made, both by the Chairman of the Post Office and the Managing Director 
of Post Office Counters Ltd, to a number of Ministers at the Eiepartraent of Trade and Industry to emphasise 
the importance to Counters of the need for wider powers, to enable it to compete more effectively in the 
market place. Discussions with officials have also continued. To date, these efforts have not reached a positive 
conclusion, although there have been more recent indications that the Government is still prepared to 
consider the question — for example, in the Girobank sale memorandum. 

4.2 During the course of these presentations, Counters has stressed the following points: 

4.2.1. That its approach to new business is compatible with its traditional core business. 

4.2.2. That it acts as an agent for third parties rather than as a principal. 

4.2.3. That it complements the private sector by combining the strengths of the Counters business — a 
large, convenient network; large customer base; a strong integrity image — with private sector 
expertise in product development. 
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4.2.4. That by so doing it produces good value products tailored to particular groups of Counters’ 
customers. 

4.2.5. That it benefits sub-postmasters who, as part of the private sector, will gain from much of the 
new business which could be generated. 

4.2.6. That the type of wider powers now being sought would enable Counters to build on its traditional 
core business, with products designed to fit the skills of its present staff without the need for 
significant retraining. A wider range of retail products would be possible with extended powers, but 
the main areas of development are in the field of selected financial services. 

4.2.7. That a good deal of development work and market research has been already undertaken, and 
has confirmed that entry by Counters to these markets, as agent for a private sector partner, would 
be beneficial to Counters, the private sector and customers alike. 

5. Summary 

5.1 . New powers are vital if Counters is to meet its business targets and continue to grow. The Post Office 
Board has rqected any notion of setting out to manage decline. Without wider powers, because of increased 
competition, income decline is forecast to be significant. If Government profit targets are to be met, then there 
may be little alternative but to reduce the size of the Network. 

5.2. Our approach to new business has been well researched and commercially cautious, and has been 
supported in principle by the recent Monopolies and Mergers Commission Report on Counters (CM 398 — 
June 1988). We are now looking for Government to translate its previous commitment to extend powers into 



Mail Service in Cornwall 

The letters District Office at Plymouth is responsible for handling Cornwall’s mail. Using the end-to-end 
quality of service measuring system referred to by Mr. Cockbumin his evidence to the Select Committee, the 
figures for 1988-89 quality of service for the Plymouth District (and hence Cornwall) were as follows: 



First CJass Second Class 

Achievement Achievement 

1988-89 1988-89 

per cent per cent 

Intra-District 94 97 

To Neighbouring Districts 92 95 

To Distant Districts 71 81 



Whilst the figures for the intra-District and Neighbouring Districts mail are encouraging, those for mail 
posted to Distant Districts are still lower than either we or our customers would like. We shall therefore set 
improvement targets for the District Head Postmaster at Plymouth, and have started the process by targetting 
hi >ti with achieving a stretching 3 per cent improvement in Distant Districts traffic in the current year. 



Employment of Night Staff 

The number of staff employed at night time has increased as part of the Post Office’s response to the large 
growth in mail experienced in recent years. Around an extra 900 staff are now employed at night rime 
compared to this time last year (an increase of around 1,800 staff from 1987). The number of offices which are 
open for night time working has similarly increased — to approximately 600 this year compared to 540 in 1988 
and 490 in 1987. 



Supplementary Memorandum by the Union of Communication Workers (P08). 



The number of Postmen Grade Staffin receipt of Night Duty Allowance: 



Postmen 

Numbers 



As a Percentage 
Total of 
Postman Grade 



1983 (October) 


67,165 


1984 ” 


68,940 


1985 ” 


N/A 


1986 ” 


69,448 


1987 ” 


75,118 


1988 ” 


77,125 


1989 (July) 


72,222 



74-8 

74-7 

N/A 

73-5 

73'4 

72-6 

680 
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The figures above relate to Mr. TuCfin’s response to Question Number 161 on page 24 of the Minutes of 
Evidence taken on 26th July 1989. 

The above figures were obtained from Post Officse Headquarters and confirm Mr. Tuffin’s view that the 
numbers of staff employed during the night have declined over the last six years. In 1983 those working nights 
totalled 74-8 per cent of all staff while the latest figure shows a drop to 68 per cent. 

12 Sepiember 1989. 



Letter to the Clerk of the Cmiunitte from the Post Office (P09) 

Post Office appearance before Select Committee — 26 July 1989 
The further information you sought is as follows: 

1 . You asked about the staff turnover, which you mentioned as having been quoted as 90 percent in Redhill. 
To clarify the position, although Mr Cockbum said ‘there is a high turnover of staff in Redhill’, he went on 
to say that this was not the worst office— that being High Wycombe which had 90 percent staff turnover. This 
90 percent was a per annum figure. Wastage is measured in a rolling avera^ basis, with figures being taken 
from the previous 1 2 months. The latest figures available show that the position has improved somewhat since 
Mr Cockbum spoke to the Committee, although the latest figures still show an annual rate of 77.1 percent, 
You may be interested that the current figures for Redhill are 39.8 percent turnover per annum. 

2. You sought information on industrial action as a percentage of man days worked, and I warned you 
when we spoke that this information might take a little time to prepare. This has indeed proved the case, but 
we will let you have the information as soon as it is available. 

3. You asked whether the wider powers being sought for Post Office Counters Ltd required legislation or 
simply Ministerial consent for their implementation. Section 61 of the British Telecommunications Act 1981 
states that ‘the powers of any subsidiary which is wholly owned by the Post Office may be extended following 
consent of the Secretary of State’. The advice of our Solicitors is that there is no aspect of the wider powers 
currently being sought which would require anything other than this Ministerial consent. 

4. The Retail Stamp Venture, which provided for wider availability of postage stamps, was introduced on 
a trial basis in four areas from September 1987. Following the success of these trials the venture was 
Implemented nationwide, on a phased basis, from November 1988, with full coverage achieved by June 1989. 

5. You asked about the Sub Postmasters’ contract and Counters have provided the attached reply, which 
I think answers your points. 

Miss C Lomas 
Deputy Secretary 
\7 October \m 



SUB-POSTMASTERS' CONTRACT 

As has been explained to the Select Committee on previous occasions (minutes of evidence: 9 July 1986, 
paragraphs 179*186, and 27 January 1988, paragraph 227), there are certain conditions in the contracts of 
Sub-postmasters designed to protect our commercial interest. We believe it is reasonable for the people whom 
we appoint as Sub-postmasters not to carry out business which is in competition with ours. Our sub-post 
offices comprise the vast bulk of our sales outlets, and clearly their effectiveness as such — if not indeed their 
existence — would be compromised if they were also to offer our competitors’ services. Overall, our approach 
is to ensure that our sub-post offices can operate as viable units — both for us and Sub-postmasters. 

If we were to be granted wider powers to conduct business, we are sure that the added benefit the new 
products would give to the whole sub-post office network would outweigh any isolated considerations of some 
individual Sub-postmasters who may find themselves already offering the new services in another form. 

Farther letter to the Gerir of the Committee from the Post Office (PO 10) 

Further to your letter of the 18th October, / attach the answers to your questions. 

1 . How are the sub-allocations of the External Finance Limits set (between POCL, Girobank, Royal Mail 
Letters and Royal Mail Parcels)? 

Girobank and the rest of the Post Office (Posts) have always had separately negotiated and published 
external financing limits. Posts EFL has no sub-allocations for constituent businesses, and is set at Corporate 
level only. The Post Office ensures its EFL is met through normal managerial and budgetary processes. 

2. Arc the published accounts of the Post Office as to capital values calculated on the same basis that such 
accounts would be calculated were the Post Office a pic? 

Yes. The Post Office prepares accounts in accordance with a direction from the Secretary of State which 
requires it to satisfy Companies Act provisions, conform to Stock Exchange listing requirements and comply 
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with accounting standards used by the private sector. The direction specifies departures from Companies Act 
practice in the method of showing capital structure, recognising that the Post Office has no share capital and 
is owned by Government. 

The Post Office accounts have been prepared on a current cost accounting (CCA) convention. In simple 
terms, CCA provides for assets to be stated on the basis of their current market values/ieplacement cost. With 
only one or two exceptions, PLCs report assets on the basis of historic cost, which may be supplemented with 
notes to the accounts as to the market values of some assets. Historic asset values are almost invariably less 
than those derived from CCA. 

3. Which specific restraints are imposed by law or the government on the business which Post Office 
Counters Ltd may carry out, and under which laws or orders? What specific restraints do the Post Office 
themselves impose on the business Post Office Counters Ltd may carry out, and on the business individual 
sub-postmasters carry out? 

Post Office Counters Ltd is constrained to operate within the terms of section 7 of the Post Office Act 1969 
as amended by the British Telecommunications Acts 1981 and 1984. 

Section 61 (2) of the British Telecommunications Act 1981 requires the Post Office to secure that its wholly- 
owned subsidiaries, notwithstanding anything contained in the Memorandum of Association of those 
subsidiaries, do not engage in any activity which the Post Office itself has no power to engage in or has power 
to engage in only with the consent of the Secretary of State. The effect of this section is therefore to limit the 
power of subsidiaries to the powers of the Post Office, but equally to enable the subsidiaries’ powers to be 
extended beyond those of the Post Office by means of a consent from the Secretary of State. 

Within these statutory constraints. Post Office Counters Ltd operates in a normal commercial way with its 
external clients and suppliers, and inter-business agreements between Post Office Counters and other Post 
Office businesses are negotiated on an arms-length commercial basis. 

The Post Office does not itself impose specific restraints on the business Post Office Counters Ltd may carry 
out except where this would be to the disadvantage of the Post Office taken as a whole or to the public. In 
relation to Girobank, the commercial question of competing activities is regulated by the contract between 
the two companies. 

Post Office Counters Ltd believes that it is in its reasonable commercial interests for the people appointed 
as subpostmasiers not to carry out on the premises in which a sub-post office is situated, business which is in 
direct competition with the Post Office’s. It is only by retaining such a policy that we are able to maintain a 
large nationwide network of sub-post offices. 

Specifically, individual sub-postmasters are not allowed to undertake other business which is generally of 
the kind which the Post Office requires them to provide for itself e.g. acceptance and delivery of parcels and 
receipt of money on behalf of a Building Society other than through Girobank. 

M. Macdonald 
30 October 1989 
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